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33-6172 Solicitation of Public Comments on 
proposed procedural rules relating to 
requests that records provided to or 
obtained by the Commission be 
treated in confidence (File No. 4-229 


Comment Period Expires March 5, 


33-6173 Adoption of a rule which provides 
that a report prepared or certified by 
an accountant within the meaning of 
Sections 7 and 11 of the 1933 Act 
shall not include a report by an inde- 
pendent accountant on a review of 
unaudited interim financial informa- 


IC-11005 Adoption of two rules regarding the 
assignment of contracts for services 
of an investment adviser or principal 
underwriter and the temporary ser- 
vice by an investment adviser with- 
out a written contract approved by 
investment company shareholders . 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16458/December 28, 1979 


PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21363/December 28, 1979 


TRUST INDENTURE ACT OF 1939 
Release No. 548/December 28, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11003/December 28, 1979 


INVESTMENT ADVISORS ACT OF 1940 
Release No. 711/December 28, 1979 


FREEDOM OF INFORMATION ACT 
Release No. 59/December 28, 1979 


REQUESTS FOR CONFIDENTIAL TREATMENT OF 
RECORDS OBTAINED BY THE COMMISSION 


ACTION: Proposed rulemaking. 


SUMMARY: The Securities and Exchange Com- 
mission is requesting written comments on pro- 
posed procedural rules relating to requests that 
records provided to or obtained by the Commission 
be treated in confidence. The rules are designed to 
allow persons who submit records to the Commis- 
sion to assert a claim that disclosure of the records 
would not be required under the Freedom of Infor- 
mation Act, 5 U.S.C. 552, for reasons of personal 
privacy or business confidentiality, or for other rea- 
sons permitted by the Act. The proposal also sets 
forth a statement of the Commission's policy with 
respect to such matters pending the adoption of a 
final rule. 


DATE: Comments should be received by the Com- 
mission on or before March 5, 1980. 
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ADDRESS: All communications concerning this 
matter should be submitted in triplicate to George 
A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
Such communications should refer to File No. 4- 
229, and will be available for public inspection at 
the Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: 


Mitchell D. Dembin 

Office of the General Counsel 
Securities and Exchange Commission 
Washington, D.C. 20549. 

(202) 272-2454 


SUPPLEMENTARY INFORMATION: 


The Securities and Exchange Commission today 
published for comment proposed rules relating to 
requests for confidential treatment of records 
obtained by the Commission. The Commission pro- 
poses to adopt a new Section 200.83 of Part 200, 
Chapter Il, Title 17, Code of Federal Regulations, 
which will implement a procedure that will allow 
persons to request confidential treatment of infor- 
mation supplied to the Comission to the fullest 
extent permitted by the Freedom of Information Act, 
5 U.S.C. 552, and other relevant statutes. 


The Securities and Exchange Commission, as an 
administrative agency with significant law enforce- 
ment responsibilities, often is required to walk a 
narrow line in fulfilling its obligations to disclose 
records to the public under the Freedom of Informa- 
tion Act while preserving the legitimate interests in 
confidentiality of the corporations and individuals 
who submit information to the Commission. 


The Commission had earlier adopted procedures, 
found at 17 CFR 240.24b-2, for granting confiden- 
tial treatment with respect to documents which, in 
the normal course of Commission business, would 
be placed in public files upon their receipt by the 
Commission. That procedure was adopted so that 
the Commission could make a determination with 
respect to whether or not to grant confidential treat- 
ment to such records at the time they are received. 


The instant, proposed procedures will apply to docu- 
ments for which there is no other specific procedure 
at the present time and which, in the normal course 
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of Commission business, will be placed in a non- 
public file upon receipt. Accordingly, the Commis- 
sion would determine any request for confidential 
treatment under these procedures only at such time 
as a Freedom of Information Act request is made for 
the particular documents. 


These procedures are instituted in the wake of the 
Supreme Court's decision in Chrysler v. Brown, 47 
U.S.L.W. 4434, No. 77-922, April 18, 1979, in 
which it held that submitters of information did not 
have a right to de novo review under the FOIA of an 
agency's decision to release purportedly confiden- 
tial records. In addition, the Court instructed agen- 
cies that an agency's preference or need for 
confidentiality is a controlling factor in determining 
the reach of Exemption 4 of the Freedom of Informa- 
tion Act relating to business and financial records. 
The Commission will determine, in the first 
instance, the merits of such requests for confiden- 
tial treatment. 


The confidential treatment rules will provide a 
procedure for the Commission to examine a request 
for confidential treatment and evaluate the impact 
of the disclosure of such information on the Com- 
mission's continuing ability to acquire information 
in the future as well as the legitimate interests of 
the corporation or individual in maintaining the con- 
fidentiality of the information. The procedures, 
however, do not establish substantive criteria for 
the Commission to apply in considering confidential 
treatment requests. Rather, the procedures are 
designed to give the Commission the maximum 
amount of flexibility in making a determination on 
these important issues on a case-by-case basis. 


The Commission is very sensitive to the concerns 
which corporations and individuals have with 
respect to preserving the confidentiality of records 
which have been requested or required to be dis- 
closed to the Commisison. To the extent permitted 
by law and consistent with the Commission's 
responsibilities in connection with administering 
the federal securities laws, the Commission desires 
to alleviate legitimate concerns and to give the sub- 
mitters of information as much comfort as the Com- 
mission can that it will seek to preserve the 
confidentiality of such material. 


While the Commission has been operating under 
informal procedures designed to permit the expedi- 
tious processing of such requests, the Commission 
intends, by publishing the proposed rules for com- 
ment, to promote greater public awareness of the 
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method for claiming entitlement to confidential 
treatment of information obtained by the Commis- 
sion in a variety of circumstances.' The rules pro- 
posed herein are generally designed to apply to any 
type of record obtained by the Commission; for 
example, the rules will apply, /nter alia, to records 
obtained in the course of Commission investiga- 
tions and to records (other than those required to be 
filed and made publicly available) submitted in con- 
nection with applications or the review of filings 
made with the Commission. The proposed rule will, 
however, not affect the applicability of sections of 
the federal securities laws or other federal statutes 
which either require or authorize the confidential 
treatment of information on the basis of standards 
other than those contained in the Freedom of Infor- 
mation Act, but made applicable by Exemption 3 of 
the Act,? nor are these rules intended to apply in 
cases where the Commission has rules of specific 
applicability, governing the treatment of specific 
types of records,? or where the Commission estab- 
lishes other procedures, on an ad hoc basis, in con- 
nection with a particular study, report or 





'The informal procedures, as they presently exist 
with respect to Commission investigatory records, 
are described in Securities Act Release No. 5571, 
6 SEC Docket 281 (February 21, 1975). 


2See, e.g., Item 30 of Schedule A of the Securities 
Act of 1933; Sections 13(d)(1)(B) and 13(f)(3) of 
the Securities Exchange Act of 1934, 15 U.S.C. 
78m(d)(1)(8) and 78m(f)(3); Section 22(c) of the 
Public Utility Holding Company Act of 1935, 15 
U.S.C. 79v(c); Section 321(b) of the Trust 
Indenture Act of 1939, 15 U.S.C. 77uuu(b); 
Section 45(a) of the Investment Company Act of 
1940, 15 U.S.C. 80a-44(a); Section 210 of the 
Investment Advisers Act of 1940, 15 U.S.C. 80b- 
10. See also, 25 U.S.C. 6103; 18 U.S.C. 1905. Cf, 
Chrysler Corp. v. Brown, supra, 47 U.S.L.W. at 
4444, n. 49 (declining to determine whether 18 
U.S.C. 1905 is an exempting statute for purposes 
of Exemption 3 of the FOIA). 


3See, e.g., Rule 24b-2 under the Securities 
Exchange Act, 17 CFR 240.24b-2, applicable to 
records filed pursuant to the securities acts, in 
circumstances where the data filed would 
otherwise become a part of the Commission’s 
public files, and thus immediately available to 
anyone upon request. See a/so, Section 23(a)(3) of 
the Securities exchange Act, 15 U.S.C. 78w(a)(3), 
concerning statements filed in connection with 
rulemaking proceedings; 17 CFR 200.81, 
concerning requests made of the Commission’s 
staff for legal advice or opinions. 


SEC DOCKET/71 





investigation [§200.83(e)(1)].4 Rule 200.83 will sup- 
plement the provisions of the Commission's general 
regulations concerning the handling of requests for 
access to records, 17 CFR 200.80, and will apply 
when the Commission receives a request for record 
which may contain confidential business informa- 
tion or information the disclosure of which would 
constitute an unwarranted invasion of personal pri- 
vacy. It will establish procedures designed to allow 
the Commission to ascertain whether a request for 
confidentiality has been made, and to determine the 
validity of such request. 


Policy Pending Final Promulgation of New 
Rules 


In responding to requests for information under the 
Freedom of Information Act, the Commission will 
follow the procedures of current Rule 200.80. 
Where a request for confidential information has 
been made, the Commission will, to the extent prac- 
ticable, follow the general approach outlined in pro- 
posed Rule 200.83 until final rules are 
promulgated. However, pending final promulgation, 
the Commission will not rely on the provisions of the 
proposed rule that would establish new, affirmative 
requirements for persons requesting that the Com- 
mission not release information concerning 
themselves. 


Thus, for example, proposed Rule 200.83(a), which 
specifies the procedure for making a timely asser- 
tion of a claim of entitlement to confidential treat- 
ment, and proposed Rule 200.83(d)(3), which 
prescribes the consequences of a failure to make 
and substantiate a claim at the time information is 
submitted, will not be relied upon to justify disclo- 
sure of information over the objections of any per- 
son. However, the Commission may require that 
proper substantiation be furnished promptly, so that 
the determinations required by the Freedom of 
Information Act can, to the fullest extent possible, 
be made within the time periods allowed by that Act. 


Background 


Section 24 of the Securities Exchange Act, as 
amended in 1975, defines the term ‘‘records” as all 
“applications, statements, reports, contracts, cor- 





‘References herein to provisions of the proposed 
rule are set forth in brackets. 
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respondence, notices and other documents filed 
with or otherwise obtained by the Commission pur- 
suant to [the Securities Exchange Act] or other- 
wise.” It further prohibits the disclosure of records 
in contravention of the rules of the Commission 
under the FOIA, or the disclosure of records as to 
which the Commisison has determined, pursuant to 
such rules, to afford confidential treatment. 15 
U.S.C. 78x(b). The amended Section 24 thus estab- 
lishes that the substantive provisions of the Free- 
dom of Information Act govern public access to all 
Commission records. 


The Commission has, and will continue to acquire, a 
great deal of information from private parties. Some 
of this information is regarded as very sensitive by 
the persons and businesses to which it relates. On 
the other hand, members of the public are often 
interested in obtaining disclosure of the information 
in the Commission's possession. Under the Free- 
dom of Information Act, a request for agency 
records by ‘‘any person,’ 5 U.S.C. 552(a)(3), must be 
honored, unless the Commission can demonstrate 
the applicability of an exemption to the FOIA’s dis- 
closure requirements. If an FOIA exemption applies 
to arecord, the Commission retains the discretion to 
disclose the record, unless another statute forbids 
such disclosure. Chrys/er Corp. v. Brown, supra, 47 
U.S.L.W. 4434 (April 18, 1979). 


Of course, the Commission itself also has important 
interests with respect to the treatment of the infor- 
mation in its files. The Commission needs access to 
such information in order to make informed deci- 
sions under the various laws the Commission is 
charged with administering. In a few cases, useful 
information may not be subject to compulsory pro- 
duction, and can only be obtained voluntarily. In 
many cases, information can be obtained on a more 
timely basis through voluntary submission, rather 
that pursuant to subpoena. The Commission 
believes that the voluntary submission of informa- 
tion will be encouraged if the Commission has 
procedures which promote the fair evaluation of 
claims of confidentiality, and enable it to determine 
which records may be withheld from public disclo- 
sure under the FOIA. 


In addition, the Commission is aware that, on the 
one hand, its officers and employees may poten- 
tially be subject to criminal penalty under the Trade 
Secrets Act, 18 U.S.C. 1905,5 or the Privacy Act of 





5The Trade Secrets Act, 18 U.S.C. 1905, has its 
origin in an internal revenue statute enacted in 
1864. Rev. Stat. 3167. Its original legislative 
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1974, 5 U.S.C. 552a, for the wrongful disclosure of 
certain information received in confidence. On the 
other hand, disciplinary proceedings may be 
brought against its officers or employees who are 
found to have arbitrarily and capriciously withheld 
information required to be made available by the 
Freedom of Information Act. 5 U.S.C. 552(a)(4)(F).§ 





history was sparse, but statements made on the 
occasions when the statute was re-enacted 
“indicate that Congress was primarily concerned 
with unauthorized disclosure of business 
information by feckless or corrupt’’ government 
employees. Chrysler Corp. v. Brown, supra, 47 
U.S.L.W. at 4438. In 1948, Rev. Stat. 3167 was 
consolidated with two other statutes to form the 
present-day Trade Secrets Act. See H.R. Rep. No. 
304, 80th Cong., 2d Sess., A127-128 (1947). The 
Department of Justice has recently issued a 
statement of policy with respect to criminal 
prosecutions under 18 U.S.C. 1905, declaring that 
it is not the policy of the Criminal Division to 
prosecute government employees if the release of 
the information in question was made ‘‘in a good 
faith effort to comply with the Freedom of 
Information and the appropriate applicable 
regulations.’’ Unites States Attorney’s Manual, 
§9-2.025. 


65 U.S.C. 552(a)(4)(F) provides: 


Whenever the court orders the production 
of any agency records improperly withheld 
from the complainant and assesses 
against the United States reasonable 
attorney fees and other litigation costs, 
and the court additionally issues a written 
finding that the circumstances surround- 
ing the withholding raise questions 
whether agency personnel acted 
arbitrarily or capriciously with respect to 
the withholding, the Civil Service 
Commission shall promptly initiate a 
proceeding to determine whether 
disciplinary action is warranted against 
the officer or employee who was primarily 
responsible for the withholding. The 
Commission, after investigation and 
consideration of the evidence submitted, 
shall submit its findings and recommen- 
dations to the administrative authority of 
the agency concerned and shall send 
copies of the findings and recommenda- 
tions to the officer or employee or his 
representative. The administrative 
authority shall take the corrective action 
that the Commission recommends. 
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These two possibilities suggest the need for gui- 
dance with respect to the way the Commission 
interprets its responsibilities under these and 
other relevant statutes. 


Moreover, as the Commission noted in Securities 
Act Release No. 5571, 6 SEC Docket 281 (February 
21, 1975), the Commission finds it regrettable that, 
in many situations where it has conducted an inves- 
tigation pursuant to the federal securities laws, the 
Commission may inadvertently disclose informa- 
tion obtained in the course of the investigation, in 
circumstances where persons who supplied the 
information would have reasonable grounds to 
object, either because of personal privacy or busi- 
ness confidentiality considerations. The stringent 
time requirements of the Freedom of Information 
Act, as well as the heavy financial and manpower 
burdens that the Commission would be obliged to 
sustain if it had to examine each individual record 
for these purposes, and consult with those with a 
potential concern, means that as a practical matter 
the Commission may often not be aware of valid 
objections to disclosure that might be made. 
Because of these considerations, the Commission 
instituted an informal procedure, set forth in Secur- 
ities Act Release No. 5571, pursuant to which per- 
sons who gave testimony or supplied documentary 
evidence in a Commission investigation were 
requested to write to the Director of the Division of 
Enforcement if it was believed that particular por- 
tions of testimony or specified documents or por- 
tions thereof would be exempt from the disclosure 
requirements of the Freedom of Information Act. 
The Commission has obtained valuable experience 
in connection with these informal procedures and 
believes it is now able to formalize the agency’s 
practices under the Act with respect to confidential- 
ity requests. These rules are thus meant to supplant 
the informal procedures now in effect, as they have 
developed since the issuance of Securities Release 
No. 5571. 


Finally, in keeping with the spirit of the Freedom of 
Information Act and its ‘general philosophy of full 
agency disclosure,’’? the Commission desires that 
the public understand the bases for its decisions 
interpreting the Act and have the fullest possible 
appreciation of the policy which leads to any partic- 
ular agency action. The Commission believes that 
these rules will promote these objectives. 





7S. Rep. No. 813, 89th Cong., 1st Sess. 3 
(1965); EPA v. Mink, 410 U.S. 73, 80 (1973). 
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Summary of Procedural Provisions 


The basic principle embodied in the Commission’s 
proposed rule is that it is generally the responsibility 
of a business or an individual making a claim of 
confidentiality to substantiate that claim; the Com- 
mission's responsibility is to afford a reasonable 
opportunity to provide such substantiation and to 
afford appropriate consideration to the matters 
brought to its attention. Thus, while it is contem- 
plated that the Commission office concerned with a 
particular document will evaluate any claim of con- 
fidentiality asserted, and may make a limited inquiry 
where it is necessary to do so, the proposed rule 
makes it clear that the Commission will not honor 
requests that are unnecessarily broad or where the 
basis on which confidential treatment is requested 
is not adequately explained. Nor will the Commis- 
sion permit its limited manpower to be devoted to 
any substantial degree to the correction of deficien- 
cies in a request; the burden is entirely on the 
requesting party to meet the rule’s requirements in 
the first instance. The proposed rules are not 
intended to create, and do not confer, any new 
rights on those who submit records or information 
to the Commission. 


The rule requires that a person wishing to make a 
request for confidentiality must submit that request 
at the time the information is first received by the 
Commission, whenever it is possible to do so 
[§200.83(a)], and as soon thereafter as possible 
where a request cannot be made simultaneously 
with the submission of the records [§200.83(b)]. 
Documents for which confidential treatment is 
requested should be prominently marked ‘‘Confi- 
dential Treatment Requested” [§200.83(a)(1)].2 A 





8A congressional committee which studied the 
problems associated with FOIA requestf for 
business information found significant potential 
benefits in a requirement that submitters of 
documents identify and suitably mark records for 
which confidential treatment is requested, while 
cautioning that submitters must avoid the 
temptation to mark everything submitted as 
“confidential” if these benefits are to be realized. 
‘Freedom of Information Act Requests for 
Business Data and Reverse-FOIA Lawsuits,” H. 
Rep. No. 95-1382, 95th Cong., 2d Sess. at 34 
(1968). 


Normally, the best method of marking records is to 
stamp each page containing information for which 
confidential treatment is requested with the 
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“request for confidentiality’ is defined as consist- 
ing of the statement of the person requesting confi- 
dential treatment, setting forth those items of 
information specified in the rule [§200.83(as)(2), 
(3)]. The request for confidential treatment should 
be given to the staff member who receives the 
records in question, and a copy of the request (but 
not the records to which the request relates) should 
be sent to the Freedom of Information Act Officer, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549 [§200.83(a)(5), (b)]. 


In certain circumstances, however, the Commis- 
sion recognizes that this procedure cannot be fol- 
lowed. For example, the Commission regularly 
conducts inspections of regulated entities in the 
course of which documents are copied and removed 
to Commission offices on an expedited basis. It is 
not contemplated that the request procedures of 
§200.83(a) would apply to materials obtained in cir- 
cumstances where there is no reasonable oportun- 
ity to make the request. The Commission is aware 
that such records would often be covered by one or 
more of the exemptive provisions of the FOIA and its 
personnel will continue to be alert, with respect to 
records obtained in such circumstances, to protect 
those records for which confidential treatment is 
warranted. (In the event the Commission does need 
additional information with respect to a possible 
claim of confidentiality, that information can be 
requested and obtained pursuant to proposed 
§200.83(d)(3)(ii).) 


Similarly, in an investigatory or enforcement con- 
text, it will often be the case that a request for 
confidentiality cannot be submitted along with the 
records in question, such as may be the case where 
information is provided in the course of testifying in 
a Commission investigation, or where documents 
are submitted pursuant to subpoena on a schedule 
that does not permit the simultaneous submission 
of a request for confidential treatment. With respect 
to such circumstances, the rule requires that the 
person who intends to assert a request for confiden- 
tial treatment state his intention to do so atthe time 
the information is provided, and that he take reason- 
able steps to submit the actual request required by 
§200.83(a) as soon as the documents in questioncan 
be reviewed and the formal request prepared 
[§200.83(b)]. In no circumstances, however, may 





appropriate legend. Where this is for any reason 
impracticable, the rule permits a submitter of 
documents to make use of a cover sheet 
containing the legend. 
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the need to comply with the procedural require- 
ments of the proposed rule be cited as justification 
for delay in complying with a legal requirement to 
submit records or information to the Commission. 


In certain other circumstances, the Commission 
will obtain, through a third person, records concern- 
ing a person which that person may not even be 
aware are in the Commission's possession. In some 
cases, the records will be of such a nature (e.g., 
current personal financial information obtained in 
an investigation of a broker-dealer or investment 
adviser) that generally would always be considered 
confidential by the Commission. In such cases, the 
person to whom the information relates will not be 
consulted, but the records will not be made publicly 
available, or will be made available only after the 
deletion of names and identifying personal details. 
In appropriate situations, the staff may inquire as to 
whether the person wishes to make a request for 
confidentiality, and as to the basis for that request, 
in accordance with the provisions of 
§200.83(d)(3)(ii). It is expected that this would be 
accomplished on an expedited basis to allow for the 
prompt response required by the Freedom of Infor- 
mation Act, to the extent possible. It is emphasized 
that this procedure will normally be invoked only 
where it appears that the information in question 
was not acquired indrectly from the affected person 
and that, for this reason, that person may not have 
had a reasonable opportunity to make a request for 
confidentiality. Generally, persons who themselves 
submit information to the Commission, or who 
know that information about them has been 
obtained by the Commission from third persons, 
and who fail to assert a request for confidentiality 
with respect to that information, will be presumed 
to have waived any request which might have been 
made [§200.83(d)(3)]. 


The request for confidential treatment will be 
acknowledged, but no determination with respect to 
entitlement to confidentiality will be made until 
such time as the Commisison receives a request for 
access to the information covered by the request 
[§200.83(c)].2 The Commission’s experience with 





°The House Committee on Governr ent 
Operations recommended against ruling on 
requests for confidential treatment at the time 
they are made, finding this practice to be wasteful 
of agency resources and noting that ‘information 
loses its confidential nature over time, and it is 
rarely possible to adequately determine 
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problems of confidentiality under the Freedom of 
Information Act indicates that in many, if not most, 
cases, it is impossible to render a final decision on 
the status of particular information prior to and 
without reference to a specific request that the 
information be publicly disclosed. This is principally 
due to the fact that the passage of time can affect 
the question whether confidential treatment con- 
tinues to be warranted with respect to any particu- 
lar information. In addition, the process of balancing 
the privacy interests of an individual requesting that 
records be maintained in confidence against the 
public interests that would be served by disclo- 
sure,'° is one that is generally facilitated if the iden- 
tity of all relevant parties is known. The decisional 
process involved can, therefore, generally only 
occur after both requests—the request for confi- 
dential treatment and the request for disclosure— 
have been made and each requester has had an 
opportunity to substantiate his claim."' 





confidentiality in advance of an actual Freedom of 
Information Act Request.’’ ‘‘Freedom of 
Information Act Requests for Business Data and 
Reverse-FOIA Lawsuits,” H. Rep. No. 95-1382, 
95th Cong., 2d Sess. at 3, 34-40. The 
Commission’s experience is consistent with these 
findings. 


'0See, Department of the Air Force v. Rose, 425 
U.S. 352 (1976). 


"The written request for confidentiality required 
by the rules should not itself contain information 
which the person requesting confidential 
treatment would wish to keep undisclosed, except 
to the extent that the inclusion of such material is 
necessary to explain the basis on which 
confidential treatment is requested [§200.83(a)(4)]. 
The request for confidential treatment should 
indicate those specific portions of the request 
itself which the requestor believes should not be 
disclosed [§200.83(a)(2)(vii)]. The request for 
confidential treatment will, to the extent possible, 
be made available to the public upon request, and 
may thus be made available to a person 
requesting access, under the FOIA or otherwise, 
to the records to which the request relates 
[§200.83(a)(4)]. This procedure is intended to 
permit the person requesting access to submit 


, countervailing arguments during the 


administrative decisional process. The House 
Committee on Government Operations has 
recommended that agencies should ‘‘make 
certain’’ that those requesting access to 
documents under the FOIA “are offered a full 
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Once a request for the information is received, if it 
appears that the information is of a type for which 
confidential treatment is warranted, the Commis- 
sion’s Freedom of Information Act Officer or other 
officer concerned with the information will inform 
both the submitter and athe requesters that confi- 
dential treatment of the information has been 
granted [§200.83(d)(2)].'2 At that point, the person 
requesting access pursuant to the FOIA will have 
the right, under the Act, to an administrative appeal 
of this determination. Pursuant to existing Commis- 
sion rules, such appeals are submitted to the FOIA 
Officer, and are decided by the Commission. See 
17CFR 200.80(d)(6). If the Commission affirms the 
decision to withhold the documents in question, the 
requester will be so informed, and will be entitled, 
under the provisions of the FOIA, to seek de novo 
review of the Commission's decision in an approp- 
riate federal district court. 5 U.S.C. 55s(a)(4)(B). 


If the Commission staff initially determines to dis- 
close the information in question, the concerned 
parties will be so informed and the person who 
requested confidential treatment will have fifteen 
calendar days to appeal that determination to the 
Commission before any disclosure is made 
(§200.83(d)(1)]. If such an appeal is taken and the 
Commission also determines to disclose the infor- 
mation to the person requesting it under the FOIA, 
the person seeking confidential treatment will be 
provided ten days notice, to permit him to seek wha- 
tever judicial remedy may be available before any 
disclosure of the information occurs 





Footnote 11, continued: 


opportunity to participate in the compilation of a 
record of the agency decision” to release or 
withhold records. Freedom of Information Act 
Requests for Business Data and Reverse-FOIA 
Lawsuits,’’ H. Rep. No. 95-1382, 95th Cong., 2d 
Sess., at 52 (1978). As a general rule, an 
opportunity to respond to the arguments made by 
a submitter of documents will promote fairness 
and aid the Commission in deciding the issue. 


'2A grant of confidential treatment does not 
preclude appropriate disclosure of the 
information, such as disclosure in connection with 
an investigation or litigation, or disclosure to 
Congress or to another governmental authority; 
nor does it preclude disclosure pursuant to a court 
order or subpoena [§200.83(d)(4)]. Moreover, the 
applicability of FOIA exemptions relied upon to 
withhold records may have to be re-examined if 
another FOIA request is received after a 
significant amount of time has passed. 
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[§200.83(d)(1)(v)]. See Chrysler Corp. v. Brown, 
supra. 


In the event that the initial decision of the FOIA Offi- 
cer or the concerned Commission office results ina 
determination to afford confidential treatment to 
part of the information in question and to disclose 
another part of the information, both parties—the 
person seeking confidential treatment and the 
person seeking disclosure—may appeal to the 
Commission. It is contemplated that, wherever 
possible, such appeals will be considered by the 
Commission simultaneously. 


The Commission will seriously consider requests 
for confidential treatment for reasons of personal 
privacy or business confidentiality if it is 
demonstrated, to the Commission's satisfaction, 
that the claim of confidentiality is reasonable in 
view of normal expectations of privacy or the 
normal practices of the concerned business and of 
other similar businesses and that no statute 
requires disclosure. In the case of a claim of 
business confidentiality, the business generally 
should provide information to the Commission 
concerning whether the business information is in 
fact confidential in the hands of the business and 
has been so treated, and that public disclosure 
would be likely to cause substantial harm to the 
competitive position of the business, or to affect 
adversely the Commission's ability to obtain 
information.'? See, e.g., National Parks and 
Conservation Association v. Kleppe, 574 F.2d 673 
(D.C. Cir. 1977); National Parks and Conservation 
Association v. Morton, 498 F.2d 765 (D.C. Cir. 
1974); Continental Stock Transfer and Trust Co. v. 
Securities and Exchange Commission, CCH Fed. 
Sec. L. Rep. §96,172 (2d Cer. 1977). The 
Commission recognizes that the law relating to 
Exemption 4 is still developing and that the 
applicable standards may be modified.'* Thus, 
while the Commission believes that records falling 
within the above criteria may be exempt under 





'3Exemption 4 applies to ‘‘trade secrets and 
commercial or financial information obtained from 
a person and privileged or confidential."” 5 U.S.C. 
552(b)(4). 


The Supreme Court declined to address the 
ques-tion of the ambit of Exemption 4 in Chrysler 
Corp. v. Brown, supra, since the court of appeals 
had not addressed the issue. 47 U.S.L.W. at 4144, 


n. 49. 
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FOIA Exemption 4, the rule does not exclude the 
possibility that the Commission may conclude that 
records are within the exemption based on other 
applicable standards or criteria. 


Judicial Review of Determination Denying 
Confidential Treatment; Stays Pending Review 


As noted above, the proposed regulation contains 
provisions which afford a waiting period after a 
Commission determination during which informa- 
tion would not be released and during which the 
person affected could seek judicial review of that 
determination [§200.83(d)(1)(v)]. This proposed 
provision would appear appropriate in view of the 
decision of the Supreme Court in Chrys/er Corp. v. 
Brown, supra, 47 U.S.L.W. 4434 (No. 77-922, 
April 18, 1979). In that case, the Court held that 
28 U.S.C. 1331 and the judicial review provisions 
of the Administrative Procedure Act, 5 U.S.C. 704, 
confer jurisdiction on federal district courts to 
review the proposed release of information by a 
federal agency, upon complaint of an aggrieved 
party. In order to allow a person the time 
necessary to seek such review, the regulation 
would provide that when the Commission denies 
a request for confidential treatment, the 
information would not be released for an 
additional period of 10 calendar days. 


In the event that judicial review is sought, the 
Commission's determination to disclose the 
information will be stayed, unless the Commission 
orders otherwise. The Commission may determine 
to vacate the stay on its own motion or at the 
request of the party seeking disclosure. If the stay 
is vacated, the party opposing disclosure could 
seek an order from the court in which the action is 
pending, staying any disclosure until further order 
of the court [§200.83(d)(1)(vi)]. 


The Freedom of Information Act imposes strict 
time limits on the processing of requests under 
the Act and further requires that non-exempt 
records must be made “promptly available” to a 
requester once a determination has been made to 
comply with his request. The Commission's 
proposed rules, including the provisions for delay 
in the disclosure of information determined not to 
be exempt, are intended to encourage the prompt 
and diligent pursuit of any available judicial 
remedies, and to recognize the rights, under the 
FOIA, of persons who request access to 
information, as well as the countervailing 
interests of those who request confidential 
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treatment.'§ The Commission believes that the 
failure of a person or business to seek and obtain 
judicial relief within the time limits allowed by the 
proposed regulation would constitute a waiver of 
any claim to confidential treatment, and would 
negate any subsequent allegation that the 
Commission's release of information willfully 
violated the Trade Secrets Act, the Privacy Act of 
1974, or any other statute. 


Authority 


This notice of proposed rulemaking is effected 
under the authority of the Freedom of Information 
Act, The Privacy Act of 1974, and the 
Administrative Procedure Act, 5 U.S.C. 552, 552a 
and 553; Section 19 of the Securities Act of 1933, 
15 U.S.C. 77s; Sections 23 and 24 of the 
Securities Exchange Act of 1934, 15 U.S.C. 78w, 
78x; Section 20 of the Public Utility Holding 
Company Act of 1935, 15 U.S.C. 79t; Section 319 
of the Trust Indenture Act of 1939, 15 U.S.C. 
77sss; Section 38 of the Investment Company Act 
of 1940, 15 U.S.C. 80a-37; and Section 211 of the 
Investment Advisers Act of 1940, 15 U.S.C. 80b- 
Tt 


CONCLUSION 


It is therefore proposed to amend Subpart D of 
Part 200 of Chapter II of Title 17, Code of Federal 
Regulations, by adding thereto Section 200.83, as 
set forth below. 





'5The Congressional Committee which extensively 
studied problems relating to requests for business 
data, while recommending the institution of 
procedures such as those proposed in this 
release, recognized that the FOIA time limits were 
“virtually an inpenetrable barrier to any realistic 
form of agency proceeding except where the 
requestor is willing to allow an extension.” 
Freedom of Information Act Requests for Business 
Data and Reverse-FOIA Lawsuits, H. Rep. No. 95- 
1382, 95th Cong., 2d Sess. at 51. Noting that 
there are ‘‘several ways” in which agencies can 
attempt to reconcile the FOIA’s time requirements 
to procedures designed to evaluate requests for 
confidential treatment, the Committee stated that 
“if in practice neither of these methods is 
sufficient, the committee will consider the need to 
extend or restructure the time limits’’ by 
amending the FOIA. /d. at 53. 
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§200.83 Procedure for requesting confidential 
treatment of records. 


(a) Request for confidentiality to accompany 
records. 


Any person who either voluntarily or pursuant to 
any requirement of law submits any document or 
causes or permits any document to be submitted 
to the Commission for which no other specific 
procedure exists for according confidential 
treatment, and who desires that the Commission 
afford confidential treatment to such document for 
reasons of personal privacy or business 
confidentiality, or for any other reason permitted 
by federal law, shall take all steps reasonably 
necessary to ensure, whenever it is possible to do 
so, that at the time the document is first received 
by the Commission it is supplied separately from 
the documents containing information for which 
confidential treatment is not being requested, that 
it is appropriately marked, and that it is 
accompanied by a written request for 
confidentiality. 


(1) All records which contain information for 
which a request for confidentiality is made shall 
be marked by the person submitting the records 
with a prominent stamp, typed legend, or other 
Suitable form of notice on each page, stating 
“Confidential Treatment Requested.” If marking 
each page is impossible or impractical under the 
circumstances, a cover sheet prominently marked 
“Confidential Treatment Requested’ shall be 
securely attached to each group of records 
submitted for which confidential treatment is 
requested. 


(2) A request for confidentiality shall consist of a 
statement by the person making the request, 
setting forth, to the extent appropriate or 
necessary for the determination of the request for 
confidentiality, the following information 
regarding the request: 


(i) The reasons, concisely stated, and 
referring to specific exemptive provisions 
of the Freedom of Information Act, why 
the information in the document should be 
accepted and retained in confidence; 


(ii) The length of time for which 
confidential treatment is requested; 
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(iii) The applicability of any specific 
statutory or regulatory provisions which 
govern or may govern the treatment of the 
information; 


(iv) The existence and applicability of any 
prior determinations by the Commission, 
by other federal agencies, or by a Court, 
concerning the entitlement of the 
information to confidential treatment; 


(v) What other purportedly confidential 
information, if any, would be divulged by 
disclosure of the information in question; 


(vi) The circumstances under which the 
information was furnished to the 
Commission, referring to any applicable 
Commission file numbers; 


(vii) The extent, if any, to which portions 
of the request for confidential treatment 
should itself be afforded confidential 
treatment; and 


(viii) Such additional facts and such legal 
and other authorities as the requesting 
person may consider appropriate. 


(3) In the case of a request for confidentiality for 
business information, the statement of the person 
making the request shall, in addition to the 
matters set forth in paragraph (a)(2) of this 
section, also provide the following information: 


(i) The adverse consequences to the 
business, financial or otherwise, that 
would result from disclosure of the 
information, including any adverse effect 
on the business’ competitive position; 


(ii) The measures taken by the business 
to protect the confidentiality of the 
information in question, and of similar 
information; 


(iii) The ease or difficulty of a 
competitor's obtaining or compiling the 
information; and 
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(iv) Whether the information was 
voluntarily submitted to the Commission 
and, if so, whether and how disclosure of 
the information would tend to impede the 
availability of similar information to the 
Commission. 


(4) To the extent possible, a written request for 
confidentiality should not itself contain 
information which the person requesting 
confidential treatment believes should not be 
disclosed. Requests for confidential treatment 
will, to the extent disclosure will not reveal 
confidential information, be made available to the 
public upon request. 


(5) In addition to providing a copy of any 
statement required by paragraphs (a)(2) or (3) of 
this section to the Commission personnel 
receiving the records in question, the person 
requesting confidential treatment shall also send 
a copy of the statement (but not the records to 
which the statement applies) to the Freedom of 
Information Act Officer, Securities and Exchange 
Commission, Washington, D.C. 20549. 


(b) Where request for confidentiality cannot 
accompany records. 


In certain circumstances, such as when a person 
is testifying in the course of a Commission 
investigation or producing documents under 
circumstances where time does not permit a 
thorough review of the documents, it may be 
impossible to submit a written request for 
confidentiality at the time the records are first 
provided to the Commission. In no circumstances 
may the need to comply with the requirements of 
this rule be cited as justification for delay in 
complying with a legal requirement to su!mit 
records or information to the Commission. Rather, 
in such circumstances, the person testifying or 
submitting documents should inform the 
Commission employee receiving the information, 
in writing or on the record if practicable, at the 
time the information is received or as soon 
thereafter as possible, that he believes certain of 
the information may be entitled to confidential 
treatment. The person must then take all 
reasonable and necessary steps to submit a 
request for confidentiality with respect to the 
information believed to be confidential within 
thirty days of the original receipt of the material. 
In circumstances where copies of the testimony or 
documents in question are not immediately 
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available for review by the person asserting a 
claim of confidentiality, the person must inform 
the Commission office, in writing, at the time the 
records are received by the Commission or as 
soon thereafter as possible, that he intends to 
assert a_ confidentiality as to certain records, or 
portions thereof, and must identify that material 
with as much specificity as possible under the 
circumstances. Under these circumstances, a 
person will not be required to submit the request 
for confidentiality required by paragraph (a) of this 
section until thirty days after the records in 
question are first made available for his inspection 
and review. Any request for confidentiality 
submitted pursuant to this paragraph should be 
given or mailed to the staff member who received 
or is known to have possession of the records, and 
a copy of the request should be sent to the 
Freedom of Information Act Officer, Securities and 
Exchange Commission, Washington, D.C. 20459. 


(c) /nitial response to requests for confidentiality. 


Requests for confidential treatment received by 
the Commission will be acknowledged, but no 
determination as to the validity of any claim of 
entitlement to confidential treatment will be made 
until a request for disclosure of the information is 
received. 


(d) Further action on receipt of a request that 
information be made publicly available. 


lf it is determined that records which are the 
subject of a request for access under the Freedom 
of Information Act are also the subject of a prior 
request for confidential treatment, Commission 
personnel responding to the request for access 
shall at that time evaluate the claim of entitlement 
to confidential treatment. The procedures of this 
section shall be followed whenever a Commission 
office learns that it is responsible for responding 
to a request under the Freedom of Information Act 
for information which is the subject of a request 
for confidential treatment submitted under 
paragraph (a) of this section. 


(1) Determination that confidential treatment is 
not warranted. 


If it is determined, after review by appropriate 
Commission staff personnel, that confidential 
treatment is, under the circumstances, not 
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warranted with respect to all or part of the 
information in question, the person requesting 
access to the record and the person requesting 
confidential treatment will be so informed. The 
person requesting confidential treatment will also 
be informed of his right to appeal such decision to 
the Commission within fifteen calendar days of 
the date of the mailing of the decision to his last 
known address. Information which is determined 
not to be entitled to confidential treatment may be 
made publicly available fifteen calendar days after 
the mailing of notice to the person requesting 
confidential treatment. If within that fifteen day 
period the Commission has received an appeal 
from the person requesting confidential 
treatment, the person requesting access to the 
information will be informed of the pending 
appeal, and further informed that no disclosure of 
the information will be made until the appeal is 
resolved. 


(i) Any appeal of a denial of an 
application for confidential treatment shall 
be in writing, and shall be clearly and 
prominently identified on the envelope or 
other cover and at the top of the first page 
by the legend ‘Confidential Treatment 
Appeal.” 


(v) If the Commission determines that 
confidential treatment is not warranted 
with respect to all or part of the 
information in question, the person 
requesting confidential treatment will be 
so informed by letter directed to his last 
known address. Disclosure of the records 
will occur ten calendar days after mailing 
of such notice to the person requesting 
confidential treatment, unless within that 
ten-day period the Commission has been 
notified that the person has commenced 
an action in a federal court to obtain 
judicial review of the decision to make 
information publicly available, and an 
order preventing disclosure. 


(vi) If an action is instituted against the 
Commission to obtain review of a decision 
to disclose any records, the Commission's 
decision will be stayed, and disclosure will 
not occur until the Court rules. The 
Commission may vacate a stay effected 
under this provision either on its own 
motion or at the request of a party seeking 
access to the records in question. 


(ii) The appeal should be delivered to the 
Freedom of Information Act Officer or sent 
by mail to the Securities and Exchange 
Commission, Freedom of Information Act 
Officer, Washington, D.C. 20459. 


(iii) The applicant may, if he desires, 
supply additional documentary evidence, 
by means of affidavits or otherwise, and 
may state such additional facts and cite 
such legal or other authorities as he may 
consider appropriate. 


(iv) All appeals taken under this section 
will be considered by the Commission as 
expeditiously as circumstances permit. 
Although other procedures may be 
employed, to the extent possible, the 
Commission will decide the matter on the 
basis of the affidavits and other 
documentary records submitted by the 
interested parties, and such relevant 
materials as are brought to the attention 
of the Commission by the staff or 
otherwise. 
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(2) Determination that confidential treatment is 
warranted. 


If it is determined, after review by appropriate 


Commission personnel, that confidential’ 


treatment of records to which access has been 
requested is warranted, the person submitting the 
records and the person requesting access to the 
records will be so informed. The person 
requesting access will also be informed of his 
right, pursuant to the Freedom of Information Act 
and Commission regulations, to appeal the 
determination of the Commission. Any such 
appeal must be taken in accordance with the 
provisions of the Freedom of Information Act and 
Commission rules thereunder. In this regard, see 
17 CFR 200.80(d)(6). 


(3) Effect of no prior request for confidentiality. 


(i) If access is requested to records 
received by the Commission on or after 
[30 days after the effective date of this 
section] with respect to which no request 
for confidentiality has been made, the 
information will be presumed not to be 
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exempt from disclosure for reasons of 
personal privacy or business confiden- 
tiality, or for other reasons. 


(ii) Notwithstanding paragraph (d)(3)(i) of 
this section, in appropriate circumstances, 
inquiry may be made of a person or entity 
who would be affected by the disclosure of 
certain information whether the person or 
entity wishes to make a request for 
confidentiality as to the information. Any 
request for confidentiality that is asserted 
in response to such inquiry should be 
made in accordance with the provisions of 
paragraph (a) of this section; however, if a 
request for the release of the information 
under the Freedom of Information Act is 
pending, inquiry may be made by 
telephone or other prompt means as to the 
basis for the request, and the matter may 
be decided on the basis of the information 
received in response to such inquiry. 


(4) Disclosure of confidential information in cer- 
tain circumstances. 


Notwithstanding the fact that information may be 
entitled to confidential treatment under the 
Freedom of Information Act, the Commission or a 
member of its staff may disclose such information 
in order to further purposes for which the 
information was compiled. In this regard, see the 
published routine uses for systems of records 
under the Privacy Act of 1974. Circumstances in 
which disclosure of exempt information may occur 
include, but are not limited to, the following: 


(i) Disclosure may be made to either 
House of Congress or to a Committee of 
either House of Congress (the Commission 
may provide records to Congress without 
notice to the person who submits the 
records to the Commission, but will notify 
the receiving body of any prior request for 
confidentiality covering the information, 
and of any prior determination, if any, 
concerning entitlement to confidential 
treatment). 


(ii) Disclosure may be made to another 
federal, state or foreign governmental 
authority, to a securities industry self- 
regulatory organization or to a bar 
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(e) 


association, accountant’s professional 
association, or similar federal, state or 
local licensing authority (the Commission 
may provide records to such authorities 
without notice to the person who 
submitted the records to the Commission, 
but will notify the receiving authority of 
any request for confidentiality covering the 
information, and of any prior determina- 
tion concerning entitlement to confidential 
treatment). 


(iii) Disclosure may be made if required 
by subpoena or ordered by a court having 
appropriate jurisdiction. 


(iv) Disclosure may be made, in the 
discretion of the Commission's staff, to 
any person during the course of any 
inquiry or investigation conducted by the 
staff, or in connection with civil litigation, 
if the staff has reason to believe that the 
person to whom the record is disclosed 
may have further information about the 
matters related therein, and those matters 
appear relevant to the subject matter of 
the staff's inquiry. 


(v) Disclosure may be made to the extent 
necessary or appropriate to litigate any 
judicial or administrative proceeding in 
which the Commission, or a member or 
employee of the Commission, is a party or 
has an interest. 


Exclusions from the applicability of this rule. 


(1) Other statutes or commission rules or 
procedures applicable to particular 
records. 


The provisions of this section shall not 
apply to the extent they are inconsistent 
with any statute or Commission rule 
governing the availability of specific 
records, or where another specific 
procedure applies (see, e.g., 17 CFR 
240.24b-2) or where the Commission has 
specified that an alternative procedure be 
utilized in connection with a particular 
study, report, investigation, or other 
matter. 
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(2) Personnel and medical files. 


The provisions of this section shall not apply to 
any record which is contained in or is part of a 
personnel, medical or similar file relating to a 
Commission member or employee which would 
normally be exempt from public disclosure 
pursuant to Section 552(b)(6) of title 5, United 
States Code. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6173/December 28, 1979 


ACCOUNTING SERIES RELEASE 
Release No. 274/December 28, 1979 


ACCOUNTANT LIABILITY FOR REPORTS ON 
UNAUDITED INTERIM FINANCIAL INFORMATION 
UNDER SECURITIES ACT OF 1933 


ACTION: Final rules. 


SUMMARY: The Commission is adopting a rule 
which provides that a report prepared or certified by 
an accountant within the meaning of Sections 7 and 
11 of the Securities Act of 1933 shall not include a 
report by an independent accountant on a review of 
unaudited interim financial information (“SAS NO. 
24 report’), thereby having the effect of excluding 
accountants issuing such reports from Section 
11(a) liability. The rule is: being adopted, in part, to 
further the Commission’s goals of encouraging 
increased auditor involvement with interim finan- 
cial information and greater usage of reports con- 
taining a limited statement of assurance by 
accountants concerning unaudited financial infor- 
mation or other matters for which a full audit has 
not been undertaken. The Commission wishes to 
emphasize that it will closely monitor the rule as 
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well as other matters relating to excluding the 
accountants from liability under Section 11 for sim- 
ilar reports on unaudited data and that the rule 
adopted is not necessarily a final resolution of this 
matter. 


EFFECTIVE DATE: The rule is effective December 
28, 1979. 


FOR FURTHER INFORMATION CONTACT: James 
J. Doyle or James L. Russell (202-272-2130), Office 
of the Chief Accountant, Mary Margaret Hammond 
(202-272-3059), Division of Corporation Finance, 
or Roberta Chira (202-272-2437), Special 
Advisor, Office of the General Counsel, Secu- 
rities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission is adopting a rule 
which amends 17 CFR 230.436 to exclude from the 
definition of a ‘report’ for the purposes of Sections 
7 and 11 of the Securities Act of 1933 SAS No. 24 
reports by independent accountants on reviews of 
unaudited interim financial information. The rule 
will have the effect of excluding accountants from 
potential liability under Section 11(a) of the Securi- 
ties Act of 1933 for SAS No. 24 reports included in 
Securities Act filings. The rule is based upon one of 
the two alternative rule formulations proposed in 
Securities Act Release No. 6127 (September 20, 
1979) (44 FR 55894). The rule is being adopted, in 
part, to further the Commission’s goals of encou- 
raging increased auditor involvement with interim 
financial information and greater usage of reports 
containing a limited statement of assurance by 
accountants concerning unaudited financial infor- 
mation or other matters for which a full audit has 
not been undertaken. 


The Commission has also approved issuance of a 
related release in which the Commission will pro- 
pose, for comment, a similar rule for reports by 
independent accountants on reviews of unaudited 
supplemental information on the effects of chang- 
ing prices required to be included in a document 
containing financial statements. ' 





'See Statement of Financial Accounting Standards 
No. 33, “Financial Reporting and Changing Prices,”’ 
FASB, September 1979. 
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® 1. BACKGROUND 


A. SAS No. 24 


In March 1979, the Auditing Standards Board of the 
AICPA issued Statement on Auditing Standards No. 
24? which delineates procedures to be followed by 
accountants with respect to reviews of unaudited 
interim financial information and which sets forth 
standards for reports based on such reviews. The 
procedures prescribed by SAS No. 24 are limited to 
inquiries and review procedures which are sub- 
stantially less than an audit. 


Areport under SAS No. 24 consists of the following: 
1) a statement that the review of interim financial 
information was made in accordance with estab- 
lished professional standards for such reviews; (2) 
an identification of the interim information 
reviewed; (3) a description of the procedures for a 
review of interim financial information; (4) a state- 
ment that a review of interim financial information 
is substantially less in scope than an examination in 
accordance with generally accepted auditing stand- 
ards, the objective of which is an expression of 
opinion regarding the financial statements taken as 
a whole, and, accordingly, no such opinion is 
expressed; and (5) a statement about whethe” the 
accountant is aware of any material modifications 
that should be made to the accompanying financial 
information so that it conforms with generally 
accepted accounting principles.? 


The Commission has encouraged increased at litor 
involvement with interim financial information and 
greater usage of reports containing a limited state- 
ment of assurance by accountants concerning 
unaudited financial information or other matters for 
which a full audit has not been undertaken.* SAS 





2SAS No. 24, ‘Review of Interim Financial Informa- 
tion,’ AICPA, March 1979. SAS No. 24 superseded 
SAS No. 10, “Limited Review of Interim Financial 
Information,’’ AICPA, December 1975; and SAS No. 
13, ‘Reports on a Limited Review of Interim 
Financial Information,’’ AICPA, May 1976. 


3See Id., paragraph 17. 


4See, e.g., Securities and Exchange Commission 
Report to Congress on the Accounting Profession 
and the Commission's Oversight Role, U.S. Govern- 
ment Printing Office, July 1979, pages 241-243. 
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No. 24 reports represent the first type of public 
reporting, applicable to public companies, by inde- 
pendent accountants containing such limited assu- 
rances based on procedures less than an audit. 


B. Statutory Framework 


Section 11(a)(4) of the Securities Act imposes civil 
liability for material misstatements or ommissions 
in registration statements upon “every accountant 

. .who has, with his consent, been named as 
having prepared or certified any part of the registra- 
tion statement, or as having prepared or certified 
any report or valuation which is used in connection 
with the registration statement . . . ." Section 7 
of the Securities Act deals with the matter of con- 
sent by requiring the filing of a written consent with 
the registration statement by any accountant whois 
named as having prepared or certified a report for 
use in connection with the registration statement. 
Section 7 establishes a separate requirement for 
reports which are used in a registration statement 
but which were prepared by the accountant for 
some other purpose; here, written consent is 
required “‘unless the Commission dispenses with 
such filing as impracticable or as involving undue 
hardship on the person filing the registration 
statement. ’’6 





5Section 11(a) in imposing civil liability for material 
misstatements or omissions in registration 
statements applies to: 


(4) every accountant, engineer, or ap- 
praiser, or any person whose profession 
gives authority to a statement made by 
him, who has with his consent been 
named as having prepared or certified 
any part of the registration statement, or 
as having prepared or certified any report 
or valuation which is used in connection 
with the registration statement, with 
respect to the statement in such 
registration statement, report, or 
valuation, which purports to have been 
prepared or certified by him.... 


pertinent language of Section 7 is: 


If any accountant, engineer, or appraiser, 
or any person whose profession gives 
authority to a statement made by him, is 
named as having prepared or certified 
any part of the registration statement, or 
is named as having prepared or certified 
a report or valuation for use in 
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An important consequence of Section 1 1(a) liability 
is that a plaintiff who makes a showing of a material 
misstatement or omission in a registration statement 
will have met his burden of proof. The burden will 
then shift to the defendant under Section 
11(b)(3)(B)(i) to demonstrate that he believed the 
statement was true and not misleading after con- 
ducting a “reasonable investigation” and that he 
had reasonable ground for this belief.’ 





Footnote 6, continued: 


connection with the registration 
statement, the written consent of such 
person shall be filed with the registration 
statement. If any such person is named 
as having prepared or certified a report or 
valuation (other than a public official 
document or statement) which is used in 
connection with the registration 
statement, but is not named as having 
prepared or certified such report or 
valuation for use in connection with the 
registration statement, the written 
consent of such person shall be filed with 
the registration statement unless the 
Commission dispenses with such filing 
as impracticable or as involving undue 
hardship on the person filing the regis- 
tration statement. 


7Section 11(b)(3) provides a defense to Section 1 1(a) 
liability for every person named in Section 11(a), 
other than an issuer, if such person sustains the 
burden of proof that: 


(B) as regards any part of the registra- 
tion statement purporting to be made 
upon his authority as an expert or 
purporting to be a copy of or extract from 
a report or valuation of himself as an 
expert, (i) he had, after reasonable 
investigation, reasonable ground to be- 
lieve and did believe, at the time such 
part of the registration statement 
became effective, that the statements 
therein were true and that there was no 
omission to state a material fact required 
to be stated therein or necessary to make 
the statements therein not misleading, or 
(ii) such part of the registration statement 
did not fairly represent his statement as 
an expert or was not a fair copy of or 
extract from his report or valuation as an 
expert.... 
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Accountants have heretofore considered their duty 


. toconduct a “reasonable investigation’’ under Sec- 


tion 11 to have been met when they performed a full 
audit® and not when only limited procedures are 
involved as in SAS No. 24 reviews. 


As a consequence of the interrelationship between 
Sections 7 and 11, concern had been expressed that 
accountants issuing SAS No. 24 reports, who sub- 
sequently consent under Section 7 to being named 
in a registration statement which incorporates their 
report by reference, could be held subject to Section 
11(a) which imposes liability on every accountant 
“who has with his consent been named as having 
prepared ...anyreport....” 


Since SAS No. 24 was only recently issued, the 
question of whether accountants could be held lia- 
ble under Section 11(a) for SAS No. 24 reports 
included with the consent of the accountants pur- 
suant to Section 7 in Securities Act filings has not 
yet been tested in the courts. Under existing case 
law, Section 1 1(a) liability of an accountant who has 
consented to being named in a registration state- 
ment has been limited to audited financial state- 
ments which have been certified by him. See Escott 
v. Bar Chris Construction Corp., 283 F. Supp. 643 
(S.D.N.Y. 1968), and Grimm v. Whitney—Fidalgo 
Seafoods, Inc., [1977-78 Transfer Binder] CCH Fed. 
Sec. L. Rep. §96,029 (S.D.N.Y. 1973). These cases 
arose, however, before the issuance of SAS No. 24 
reports and their inclusion in Securities Act filings 
with the accountant’s consent to being named as 
having prepared them. As a result of the different 
facts presented by issuance of SAS No. 24 reports, 
absent the rule adopted, the accountant’s consent 
and issuance of such a report may have been found 
to come within the language of Section 11(a)(4) 
which imposes liability on an accountant ‘who has 
with his consent been named as having prepared or 
certified . . . any report or valuation which is used 
in connection with the registration statement... ."’ 
Therefore, absent the rule adopted, additional 
uncertainty would exist, if Section 11(a)(4) were 
applicable to accountants for SAS No. 24 reports, as 
to whether SAS No. 24 limited procedures would 
constitute a reasonable investigation defense in the 
circumstances under Section 11(b)(3)(B)(i). 





SE.g., 


Codification of Statements on Auditing 
Standards, AU §630.02, in the context of ‘Letter to 


Underwriters’’ states: ‘‘The accountant’s 
reasonable investigation must be premised upon an 
audit; it cannot be accomplished short of an audit.” 
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Il. PURPOSE 


The rule is being adopted, in part, to further the 
Commission's goals of encouraging increased audi- 
tor involvement with interim financial information 
and greater usage of reports containing a limited 
statement of assurance by accountants concerning 
unaudited financial information or other matters for 
which a full audit has not been undertaken. In this 
connection, an impetus for proposing the rules was 
concern that, if SAS No.24 reports are used by reg- 
istrants in connection with Securities Act registra- 
tion statements, there may be reluctance on the 
part of accountants to issue reports on the basis of 
the limited review procedures specified in SAS No. 
24 because of their potential liability under Section 
11(a) of the Securities Act; and that, alternatively, if 
accountants perform significantly expanded proce- 
dures, much closer to a complete audit, in order to 
meet potential liability concerns under Section 
11(a), substantial increased costs to issuers could 
result. 


The Commission expects that directors and 
underwriters will continue to exercise due dilli- 
gence in a vigorous manner with respect to SAS No. 
24 reports. In any suit for damages under Section 
11(a), the directors and underwriters in defense 
should not be able to rely on SAS No. 24 reports on 
interim financial data included in a registration 
statement as statements ‘‘purporting to be made on 
the authority of an expert . . . which they had no 
ground to believe . . . were untrue... ” under 
Section 11(b)(3)(C).2 Rather, directors and under- 





Section 11(b)(3) provides a defense to Section 1 1(a) 
liability to every person named in Section 11(a), 
other than an issuer, if such person sustains the 
burden of proof that: 


(C) as regards any part of the registration 
statement purporting to be made on the 
authority of an expert (other than himself) or 
purporting to be a copy of or extract from a 
report or valuation of an expert (other than 
himself), he had no reasonable ground to 
believe, and did not believe, atthe time such 
part of the registration statement became 
effective, that the statements therein were 
untrue or that there was an omission to 
state a material fact required to be stated 
therein or necessary to make the state- 
ments therein not misleading, or that such 
part of the registration statement did not 
fairly represent the statement of the expert 
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writers should be required, as has previously been 
the case whenever unaudited financials are included 
in a registration statement, to demonstrate affirma- 
tively under Section 11(b)(3)(A) that, after conduct- 
ing a reasonable investigation, they had reasonable 
ground to believe, and did believe, that the interim 
financial data was true.'° 


It should be emphasized that accountants will 
nevertheless remain subject to liability under Sec- 
tion 17(a) of the Securities Act of 1933 for SAS No. 
24 reports used in connection with registration 
statements.'' This section provides a vehicle for 





or was not a fair copy of or extract from the 
report or valuation of the expert... . 


Section 11(b)(3) provides a defense to Section 
11(a) liability to every person named in Section 
11(a), other than an issuer, if such person shall 
sustain the burden of proof that: 


(A) as regards any part of the registration 
statement not purporting to be made on the 
authority of any expert and not purporting to 
be acopy of or extract from a report or valua- 
tion of an expert, and not purporting to be 
made on the authority of a public official 
document or statement, he had, after reaso- 
nable investigation, reasonable ground to 
believe and did believe, at the time such part 
of the registration statement became effec- 
tive, that the statements thereinwere true 
and that there was no omission to state a 
material fact required to be stated therein or 
necessary to make the statements therein 
not misleading... . 


"Section 17(a) of the Securities Act provides in its 
entirety: 


It shall be unlawful for any person in the offer or sale 
of any securities by the use of any means or instru- 
ments of transportation or communication in inter- 
state commerce or by the use of the mails, directly 
or indirectly— 


(1) to employ any device, scheme, or arti- 
fice to defraud, or 


(2) to obtain money or property by means 
of any untrue statement of a material fact or 
any omission to state a material fact neces- 
sary in order to make the statements made, 
in the light of the circumstances under 
which they were made, not misleading, or 
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securing many of the protections afforded under 
Section 11 of the Securities Act,'? although there 
are significant differences between the two 
sections. 


ill. OTHER CONSIDERATIONS 


The Commission recognizes that, although, as a 
result of this rule, accountants will not be liable to 
shareholders in actions under Section 11, there are 
other remedies available to aggrieved shareholders 
including those under common law, state statutes, 
and the general anti-fraud provisions of the federal 
securities statutes. For example, a shareholder may 
bring an action under Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, 
although the plaintiff will have the burden of prov- 
ing scienter in that case.'? As to directors and 





Footnote 11, continued: 


(3) to engage in any transaction, practice, 
or course of business which operates or 
would operate as a fraud or deceit upon the 
purchaser. 


12With respect to Commission enforcement 
actions, Section 17(a) has generally been 
interpreted by the courts to impose civil liability 
without scienter. Securities and Exchange 
Commission v. World Radio Mission, 554 F. 2d 
535 (1st Cir. 1976); Securities and Exchange 
Commission v. Coven, 581 F. 2d 120 (2d Cir. 
1978), cert. denied, 47 U.S.L.W. 3568 (1979); 
Securities and Exchange Commission v. Aaron, 
CCH Fed. Sec. L. Rep. §96,800 (2d Cir. 1979), cert. 
granted, October 15, 1979, Docket Number 79-66; 
Securities Exchange Commission v. American 
Realty Trust, [1978] CCH Fed. Sec L. Rep. §96,605 
(4th Cir. 1978). Therefore, insofar as material 
misstatements or omissions are made by 
accountants in SAS No. 24 reports used in 
registration statements, the Commission may take 
appropriate enforcement action against such 
accountants under Section 17(a). Of course, 
where an accountant’s report is found to be 
fraudulent, and the fraud has occurred in 
connection with the purchase or sale of a security, 
civil liability would also arise pursuant to Section 
10(b) of the Securities Exchange Act of 1934, 15 
U.S.C. 78j(b), and Rule 10b-5 thereunder, 17 CFR 
240. 10b-5. See, e.g., Blue Chip Stamps v. Manor 
Drug Stores, 421 U.S. 723 (1975). 
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underwriters who rely on the accountant’s SAS No. 
24 reports on interim financial information, they 
also can bring actions under other applicable laws. 


In addition, the Commission wishes to emphasize 
that the adoption of this rule excluding accountants 
from potential liability under Section 11 for SAS No. 
24 reports is not its final view as to the proper 
resolution of this matter. The Commission has also 
approved issuance of a related release in which the 
Commission will propose a rule excluding accoun- 
tants from potential liability under Section 11 for 
reports on reviews of unaudited supplem ntal 
information on the effects of changing prices.'4 In 
that release the Commission will specifically solicit 
the views of registered companies, shareholders, 
directors, underwriters, accountants and their 
respective counsel, as well as all other interested 
parties, as to whether exclusion of potential Section 
11 liability for accountants is appropriate and desir- 
able in these circumstances. Further, the Commis- 
sion in that related release will specifically solicit 
comments on what effects such exclusion of poten- 
tial Section 11 liability for accountants may have on 
the ability of directors and underwriters to meet 
their due diligence defense under Section 
11(b)(3)(A).15 Finally, the Commission will solicit 
comments in the related release as to whether 
alternative approaches exist which are more desira- 
ble. In any event, after adopting this rule, the Com- 
mission will closely monitor its workings. In 
addition, the Commission will review these issues 
in connection with the rule being proposed in the 
related release. 


IV. RESULTS OF COMMENT PROCESS 
A. General 


Twenty comment letters were submitted in 
response to the proposals: eleven from accounting 
firms or professional accounting bodies; four from 
law firms or bar association groups; three from reg- 
istrants; and two from individuals. All commenta- 
tors supported the appropriateness and desirability 
of adoption by the Commission of a rule which 





'3See Ernst & Ernst v. Hochfelder, 425 U.S. 185 
(1976). 


4See note 1, supra. 


'8See note 10, supra. 
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would have the effect of excluding accountants 
issuing SAS No. 24 reports from Section 11(a) 
liability. 


B. Definitional Rule 


The Commission proposed two alternative rule for- 
mulations, either of which it believed would have 
the effect of excluding accountants from potential 
liability under Section 11(a) of the Securities Act for 
SAS No. 24 reports included in Securities Act fil- 
ings. Proposed Version ‘‘A” (the ‘“‘“exemptive rule’’) 
would have provided that the written consent of an 
accountant pursuant to Section 7 of the Act may be 
omitted, without specific application to the Com- 
mission, in respect of a report on unaudited interim 
financial information prepared by an independent 
accountant has conducted a review of and reported 
on such information in accordance with SAS No. 
24. The Commission believed that a waiver of the 
consent requirement should operate to insulate the 
accountant from Section 11(a) liability if such SAS 
No. 24 report is included in a Securities Act filing. 


Proposed Version ‘‘B’, which is the formulation 
being adopted, in effect, defines SAS No. 24 reports 
not to be reports prepared or certified by an account- 
ant within the meaning of Sections 7 and 11 of the 
Act. Accordingly, the filing of a consent under Sec- 
tion 7 will be unnecessary, and accountants will not 
be liable for such reports under Section 1 1(a). 


In inviting public comment on which rule would be 
preferable if either were to be adopted, the Com- 
mission noted that, among other considerations, 
the exemptive rule appeared to be more limited in 
that it would apply to circumstances where SAS No. 
24 reports are prepared for uses other than inclu- 
sion in the registration statement, and not when 
prepared specifically for use in a registration state- 
ment, while the definitional rule would apply in 
either case. 


Ali commentators favored the definitional rule. 
Most commentators suggested that it is the nature 
of the accountant’s review of interim financial in- 
formation, not whether such review was performed 
for purposes of a registration statement, which 
should determine to Section 11(a) liability. In ad- 
dition, many commentators pointed out that in 
many instances it may be difficult to determine 
whether or not an SAS No. 24 report has been pre- 
pared for use in a registration statement. 
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The rule as adopted has been broadened to ensure 
that Sections 7 and 11(a) do not apply to these 
reports. The language of the proposed rule made 
clear thatan SAS No. 24 report does not constitute a 
“report” which was prepared or certified for use in 
connection with a registration statement. However, 
the relevant provisions of Sections 7 and 11(a) also 
apply to the preparation of ‘any part of the registra- 
tion statement.” In order to ensure that SAS No. 24 
reports do not fall within these provisions of Section 
7 and 11(a), the rule as adopted specifically states 
that ‘‘a report on unaudited interim financial in- 
formation . .. shall not be considered a part of the 
registration statement prepared or certified by an 
accountant... .” 


C. Other Matters 


In the opinion of many of the commentators, an 
independent accountant should have the ability to 
control the use of his SAS No. 24 report in a regis- 
tration statement, and the Commission's staff 
should have a vehicle to determine that the SAS No. 
24 report has not been included in a registration 
statement without the accountant’s knowledge. 
While the rule adopted eliminates the requirement 
of Section 7 of the Act that accountants consent to 
use of SAS No. 24 reports, the Commission agrees 
with the commentators and believes that indepen- 
dent accountants should acknowledge their aware- 
ness that their SAS No. 24 reports are being 
included in a registration statement. The Com- 
mission intends to adopt an amendment to the 
exhibit requirements applicable to appropriate 
forms for the registration of securities. This amend- 
ment will require issuers to file as an exhibit to a 
registration statement a letter from the 
independent accountants which acknowledges 
their awareness of the use in a registration state- 
ment of any of their reports which are not subject to 
the consent requirement of Section 7. This 
amended exhibit requirement will therefore require 
an acknowledgement whenever an issuer makes 
use of an SAS No. 24 report in a registration state- 
ment.'6 





'6The Commission has proposed amendments to 
Regulation S-K and certain forms for the 
registration of securities under the Securities Act 
of 1933 in order to integrate the exhibit filing 
requirements and eliminate certain exhibit filing 
requirements (Securities Act Release No. 6149, 
November 16, 1979). The exhibit filing 
requirement relating to the accountant’s 
acknowledgement of an awareness that a report 
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A number of the commentators suggested that a 
prospectus include disclosure about the 
independent accountants’ role in preparing SAS 
No. 24 reports. The Commission agrees that dis- 
closure which clarifies the distinction between the 
role of accountants in preparing SAS No. 24 reports 
as opposed to their role in certifying financial state- 
ments is needed in order to fully inform investors. 
Such disclosure would correct any misleading 
implication about the extent of accountants’ 
involvement which might otherwise arise from the 
inclusion of both an SAS No. 24 report and a certi- 
fication in a registration statement and thus satisfy 
the requirements of Rule 408 of Regulation C under 
the Securities Act. Accordingly, a prospectus which 
includes a discussion about the independent 
accountants’ involvement in a registration 
statement should clarify that SAS No. 24 reports 
included in such registration statement are not 
“reports” or “parts” of the registration statement 
within the meaning of Sections 7 and 11 of the 
Securities Act. The fact that the independent ac- 
countants’ Section 11 liability does not extend to 
such SAS No. 24 reports should be specifically 
stated. 


V. AUTHORITY 


The rule is adopted pursuant to Section 19(a) of the 
Securities Act of 1933 which grants the 
Commission authority to define ‘‘accounting, tech- 
nical and trade terms used in this title.”’ 


Vi. TEXT OF RULE 


In consideration of the foregoing, 17 CFR Chapter II 
is amended as follows: 


Part 230 of Chapter II of Title 17 of the Code of 
Federal Regulations is amended by adding 
paragraphs (c) and (d) to §230.436 as follows: 





Footnote 16, continued: 


which is not subject to the consent requirement of 
Section 7 is included in a registration statement 
will be adopted at the same time as final action is 
taken on the amendments to the exhibit 
requirements proposed in Securities Act Release 
No. 6149. 
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§230.436 Consents required in special cases. 


(c) Notwithstanding the provisions of paragraph 
(b), a report on unaudited interim financial informa- 
tion (as defined in paragraph (d) below) by an inde- 
pendent accountant who has conducted a review of 
such interim financial information shall not be 
considered a part of a registration statement pre- 
pared or certified by an accountant or a report pre- 
pared or certified by an accountant within the 
meaning of sections 7 and 11 of the Act. 


(d) The term “report on unaudited interim 
financial information” shall mean a report which 
consists of the following: (1) a statement that the 
review of interim financial information was made in 
accordance with established professional 
standards for such reviews; (2) an identification of 
the interim financial information reviewed; (3) a de- 
scription of the procedures for a review of interim 
financial information; (4) a statement that a review 
of interim financial information is substantially less 
in scope than an examination in accordance with 
generally accepted auditing standards, the 
objective of which is an expression of opinion re- 
garding the financial statements taken as a whole, 
and, accordingly, no such opinion is expressed; and 
(5) a statement about whether the accountant is 
aware of any material modifications that should be 
made to the accompanying financial information so 
that it conforms with generally accepted accounting 
principles. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 
1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16455/December 28, 1979 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE NEW ENGLAND SECURI- 
TIES DEPOSITORY TRUST CO. (File No. SR- 
NESDTC-79-3) 


The New England Depository Trust Company 
(NESDTC) has submitted as a proposed rule change 
an interpretation of an agreement dated March 5, 
1957 between the Philadelphia-Baltimore Stock 
Exchange (now the Philadelphia Stock Exchange) 
and the Boston Stock Exchange, the parent corpora- 
tion of NESDTC. That interpretation would permit 
the Boston Stock Exchange Clearing Corporation to 
deliver securities to the Stock Clearing Corporation 
of Philadelphia, a subsidiary of the Philadelphia 
Stock Exchange, by depositing them with NESDTC. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federa/ Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washing- 
ton, D.C. 20549. Reference should be made to File 
No. SR-NESDTC-79-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be avail- 
able for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
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1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal office 
of the above-mentioned self-regulatory organiztion. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16456/December 18, 1979 


NOTICE OF EFFECTIVENESS OF A PROPOSED’ 
RULE CHANGE BY THE BOSTON STOCK 
EXCHANGE CLEARING CORPORATION 


File No. SR-BSECC-79-5 


The Boston Stock Exchange Clearing Corporation 
(BSECC) has submitted as a proposed rule change 
an interpretation of an agreement dated March 5, 
1957 between the Philadelphia-Baltimore Stock 
Exchange (now the Philadelphia Stock Exchange) 
and the Boston Stock Exchange the parent 
corporation of BSECC. That interpretation would 
permit BSECC to deliver securities to the Stock 
Clearing Corporation of Philadelphia, a subsidiary 
of the Philadelphia Stock Exchange, by depositing 
them with the New England Securities Depository 
Trust Company (NESDTC). 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears 
to the Commission that such action is necessary 
or appropriate in the public interest, for the 
protection of investors, or otherwise in 
furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 


SEC DOCKET/89 





December 31, 1979. Interested persons are 
invited to submit written data, views and 
arguments concerning the submission within 
twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make 
written submissions should file six copies thereof 
with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-BSECC-79-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities 
and Exchange Commission's Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the 
principal office of the above-mentioned self- 
regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16457/December 28, 1979 


An order has been issued granting the application 
of ELTRA CORPORATION to withdraw its 8-1/2% 
Sinking Fund Debentures due January 15, 2001 
from listing and registration on the New York 
Stock Exchange, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16458/December 28, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16459/December 28, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-79-14 


The Municipal Securities Rulemaking Board 
(“MSRB") submitted on December 17, 1979, a 
proposed rule change under Rule 19b-4 to 
conform the provisions of the MSRB’s current 
arbitration code, contained in rule G-35, to those 
of the Uniform Code of Arbitration (‘‘Uniform 
Code’’) developed by the Securities Industry 
Conference on Arbitration. The proposed rule 
change would modify the MSRB’s arbitration 
procedures for the resolution of disputes arising 
between customers and the municipal securities 
professionals and intra-industry disputes involving 
municipal securities brokers and dealers. The 
proposal anticipates that the Uniform Code will be 
adopted by other self-regulatory organizations to 
provide a uniform arbitration system throughout 
the securities industry. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change 
should be disapproved, interested persons are 
invited to submit written data, views, and 
arguments concerning the submission within 30 
days from the date of publication in the Federa/ 
Register. Persons desiring to make written 
comments should file six copies thereof with the 
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Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-MSRB-79-14. 


Copies of the submission and all subsequent 
amendments and copies of all written statements 
with respect to the proposed rule change which 
are filed with the Commission, and all written 
communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 
U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16460/December 31, 1979 


File No. SR-NASD-79-16 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. AND ORDER 
EXTENDING THE TIME PERIOD WITHIN WHICH 
THE COMMISSION MUST TAKE ACTION ON THE 
PROPOSED RULES 


The National Association of Securities Dealers, 
Inc. ("NASD") submitted on December 7, 1979 
proposed rule changes under Rule 19b-4 in 
response to certain recommendations made by 
the Commission's Special Study of the Options 
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Markets which the Commission requested the 
self-regulatory organizations which currently list 
and trade standardized options or which have 
proposed to list and trade standardized options to 
implement before further expansion of the 
standardized options markets is permitted.' 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 31, 1979. In order to assist the 
Commission to determine whether to approve the 
proposed rule changes or institute proceedings to 
determine whether the proposed rule changes 
should be disapproved, interested persons are 
invited to submit written data, views and 
arguments concerning the submission within 21 
days of the date of publication. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20°49. 
Reference should be made to File No. SR-NASD- 
79-16. 


The Commission has determined that it is 
necessary and appropriate to provide additional 
time for Commission consideration of the 
proposed rule changes. Because the subject filing 
contains numerous rule proposals which, if 
approved, would affect significantly the operation 
of the standardized options markets, the 
Commission believes that additional time is 
necessary to enable the Commission to give the 
proposals the careful consideration they warrant 
before determining whether to apoprove the 
proposals or to initiate proceedings to determine 
whether they should be disapproved. Additional 
time for Commission consideration also will 
permit the Commission to make a single 
determination with respect to similar rule 
proposals by other self-regulatory organizations.? 


Accordingly, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends until 90 days 
from the date of publication of notice of filing of 
the proposed rule changes captioned above, the 
time period within which the Commission must 





'See Securities Exchange Act Release No. 15575 
(February 22, 1979), Section I. 


2See File Nos. SR-CBOE-79-9, SR-Amex-79-18, 
SR-PSE-79-13, SR-PhIx-79-7, SR-MSE-79-18, 
and SR-NYSE-79-45. 
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either approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved. 


Copies of the submission, all subsequent 
amendments, all written statements with respect 
to the proposed rule changes which are filed with 
the Commission, and of all written communi- 
cations relating to the proposed rule changes 
between the Commission and any person, other 
than those which may be withheld from the public 
in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying 
at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing and of any subsequent amendments will 
also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16461/January 2, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY NEW YORK 
STOCK EXCHANGE, INC. 


File No. SR-NYSE-79-47 


The New York Stock Exchange, Inc. (‘‘NYSE”) 
submitted on November 21, 1979, a proposed rule 
change under Rule 19b-4, which would change 
the amounts set forth in NYSE Rules 451 and 465 
as reasonable for a member organization to 
charge an issuer for forwarding issuer 
communications to beneficial shareowners. 
Member organizations are required to mail these 
materials under NYSE Rules 451 and 465, and 
may seek lower or higher reimbursement fees 
than the approved rates. 
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The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’). At any time 
within sixty days of the filing of such proposed 
rule change, the Commission may summarily 
abrograte such rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the 
protection of investors, or otherwise in 
furtherance of the purposes of the Act. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 7, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from 
the date of publication in the Federal Register. 
Persons desiring to make written comments 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-NYSE-79-47. 


Copies of the submission, all subsequent 
amendments, all written statements with respect 
to the proposed rule change which are filed with 
the Commission, and of all written communi- 
cations relating to the proposed rule change 
between the Commission and any person, other 
than those which may be withheld from the public 
in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying 
at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


For the Commisison, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16462/January 2, 1980 


In the Matter of 


BOSTON STOCK EXCHANGE, INC. 
53 State Street 
Boston, Massachusetts 02109 


CINCINNATI STOCK EXCHANGE, INC. 
209 Dixie Terminal Building 
Cincinnati, Ohio 45202 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60604 


PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


Plans filed pursuant to 17 CFR 240.17d-2. 


(File Nos. 4-196, 4-273, 4-274, 4-267) 


ORDER GRANTING TEMPORARY APPROVAL 


By this Order, issued pursuant to Sections 17(d)(1) 
and 11A(a)(3)(B) of the Securities Exchange Act of 
1934 (the “Act’’) (15 U.S.C. 78q(d)(1) and 78k- 
1(a)(3)(B)), the Securities and Exchange 
Commission (the ‘‘Commission’’) is hereby 
approving for a period of ninety-five (95) days the 
plans for allocating regulatory responsibilities (the 
“allocation plans’’) filed pursuant to 17 CFR 
240.17d-2'’) by the National Association of 
Securities Dealers, Inc. (“NASD”) in conjunction 
with the Boston Stock Exchange, Inc. (‘‘BSE”), 
Cincinnati Stock Exchange, Inc. (““CSE’’), Midwest 
Stock Exchange, Inc. (‘MSE’), and Pacific Stock 
Exchange, inc. (“PSE’’) (with the NASD, the 
parties’). The period of approval will thus expire 
on April 5, 1980. The responsibilities of the 
parties to the plans during this period of 
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temporary approval shall be controlled by the 
terms of the Commission’s September 26, 1978 
order, Securities Exchange Act Release No. 15191 
(the ‘September order’), provisionally approving 
the plans until June 23, 1979. The approval 
period was subsequently extended by Securities 
Exchange Act Release No. 15491 (June 21, 1979) 
until January 1, 1980. 


The September order conditioned further 
Commission consideration of the plans upon the 
filing of specified amendments to the plans and of 
certain supplementary materials which were 
necessary in order to identify with precision the 
responsibilities of the parties under the plans and 
to facilitate evaluation of the adequacy of the 
regulatory programs of the parties. A number of 
these required submissions have not yet been 
completed. Extension of the approval period will 
permit the parties to execute the remaining 
amendments and to prepare the supplementary 
material. 


The Commission will not consider approving these 
allocation plans without conditions until such time 
as they articulate accurately and completel: the 
agreements reached by the parties and until such 
time as the supplementary materials identify with 
precision both the examination and enforcement 
responsibilities of the parties. 


During the period of provisional approval, the 
Commisison will continue its on-going review of 
the performance of the parties under the plans. It 
may consider alternative allocations of 
responsibilities to those proposed, including 
termination of the approval period, if the parties’ 
progress in concluding this phase of the program 
to reduce unnecessary regulatory duplication is 
not completed within an appropriate time frame. 
In addition, the Commission may at any time 
consider alternative allocations if its review of the 
regulatory capabilities and procedures and 
staffing of the parties, or other germane factors 
which the Commission may consider under 
Section 17(d) of the Act, indicates that the parties 
are unable to fulfill their responsibilities under the 
Act or the allocations plans or if the allocation of 
responsibilites in the plans becomes inconsistent 
with the Act. 


IT IS THEREFORE ORDERED, pursuant to Sections 
17(d) and 11A(a)(3)(B) of the Act (15 U.S.C. 78q(d) 
and 78k-1(a)(3)(B)) that, for a period ending April 
5, 1980, unless such period is otherwise extended 
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by the Commission, the plans between the NASD 
and BSE, the NASD and CSE, the NASD and MSE, 
and the NASD and PSE filed pursuant to Section 
240.17d-2 are approved subject to the terms and 
conditions set forth in this Order and the 
Commission's September Order. 


IT 1S FURTHER ORDERED that the BSE, CSE, 
MSE, and PSE are relieved of those 
responsibilities allocated to the NASD by such 
plans as approved subject to the terms and 
conditions set forth in the above Commission 
Orders. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16463/January 3, 1980 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY PACIFIC STOCK EXCHANGE 
INCORPORATED 


File No. SR-PSE-79-2 


The Pacific Stock Exchange Incorporated (‘‘PSE’’), 
by letter dated December 14, 1979, withdrew a 
proposed rule change (File No. SR-PSE-79-2) 
which had been submitted on March 12, 1979, 
pursuant to Section 19(b) of the Securities 
Exchange Act of 1934, and Rule 19b-4 
thereunder.’ The proposal would have amended 
PSE Rule VI Section 35 concerning options sales 
communications. 





‘Notice of filing of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 15704, 
April 6, 1979, and by publication in the Federal 
Register (44 FR 22235, April 13, 1979). 
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For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16464/January 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PhlIx-79-13 


The Philadelphia Stock Exchange, Inc. (‘’PhIx’’) 
submitted on December 20, 1979, a proposed rule 
change under Rule 19b-4 which sets forth 
procedures for handling cabinet orders in options, 
including the circumstances under which an 
option order may be placed in the cabinet, the 
manner in which priority is to be assigned for 
such orders, and the obligations of the specialist 
in handling such orders. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 7, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change 
should be disapproved, interested persons are in- 
vited to submit written data, views and arguments 
concerning the submission within 21 days from 
the date of publication in the Federal Register. 
Persons desiring to make written comments 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-PhIx-79-13. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
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Commission and any person, other than those 
which may be withheld from the public in ac- 
cordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the 
filing and of any subsequent amendments will 
also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16465/January 3, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 


File No. SR-NASD-79-15 


The National Association of Securities Dealers, 
Inc. (“‘"NASD’’) submitted on December 7, 1979, a 
proposed rule change under Rule 19b-4 to elimi- 
nate the requirement that member firms which 
engage in options transactions solely for their 
own account must have at least one Registered 
Options Principal. Additionally, the proposed rule 
change provides procedures for member firms 
that engage in options transactions with the 
public regarding the replacement of a firm's sole 
Registered Options Principal. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 8, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change 
should be disapproved, interested persons are 
invited to submit written data, views and 
arguments concerning the NASD submission 
within 21 days from the date of publication in the 
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Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Stret, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-NASD-79-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in ac- 
cordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission's Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16466/January 3, 1980 


NOTICE OF FILING OF AMENDMENTS TO 
PROPOSED RULE CHANGE BY THE CHICAGO 
BOARD OPTIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-79-9 


The Chicago Board Options Exchange Incor- 
porated (“CBOE”) submitted on December 19, 
1979, amendments to proposed rule changes 
previously filed under Rule 19b-4 in response to 
certain recommendations of the Commission’s 
Special Study of the Options Markets.' 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 7, 1980. In order to assist the Commis- 
sion to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change 
should be disapproved, interested persons are 
invited to submit written data, views and 
arguments concerning the submission within 21 
days from the date of publication in the Federal/ 
Register. Persons desiring to make written com- 
ments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. SR-CBOE-79-9. 


Copies of the submission, all subsequent 
amendments, all written statements with respect 
to the proposed rule change which are filed with 
the Commission, and of all written communica- 
tions relating to the proposed rule change 
between the Commission and any person, other 
than those which may be withheld from the public 
in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying 
at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing and of any subsequent amendments will 





‘Notice of filing of the proposed rule changes was 
given by publication of a Commission release 
(Securities Exchange Act Release No. 16127, 
August 21, 1979) and by publication in the 
Federal Register (44 FR 50111, August 27, 1979). 
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also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21363/December 28, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21364/December 28, 1979 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 


ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER AUTHORIZING 
EXTENSION OF SHORT-TERM LOANS TO MINING 
SUBSIDIARY 


Public Service Company of Oklahoma (‘’PSO”), an 
electric utility subsidiary of Central and South 
West Corporation, a registered holding company, 
and Ash Creek Mining Company (‘Ash Creek”’), a 
mining subsidiary of PSO, have filed with this 
Commission post-effective amendments to their 
application-declaration previously filed and 
amended pursuant to Sections 6, 7, 9(a), 10 and 
12 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 43 and 45 promulgated 
thereunder concerning the following proposed 
transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and 
acquire all of the authorized common stock of Ash 
Creek, and to transfer to Ash Creek all of its 
existing coal interests in exchange for Ash Creek’s 
common stock in an aggregate par value equal to 
PSO’s capital costs relating to the coal interests. 
PSO transferred to Ash Creek properties having a 
cost basis of $3,839,040 in return for 383,904 
shares of Ash Creek’s common stock, par value 
$10 per share. Additional properties have not yet 
been transferred and remain in PSO ownership. 
PSO was also authorized to make short-term 
loans to Ash Creek, through December 31, 1977, 
in the form of either open account advances or 
evidenced by notes, in an aggregate amount not to 
exceed $12,500,000 at any time outstanding, to 
finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975 and 21049). 


Volume 19, No. 2, January 15, 1980 


By post-effective amendment applicants- 
declarants request authorization to continue 
PSO’s financing of Ash Creek through December 
31, 1980, in a maximum principal amount 
outstanding of $1,500,000. Said amount includes 
approximately $950,000 of such loans expected to 
be outstanding at December 31, 1979, and 
$550,000 to cover the proposed 1980 budget for 
Ash Creek. 


The reason for such loans is the continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from 
the Wyoming Department of Environment Quality 
for coal trucks to use the state highway serving 
Ash Creek's proposed coal outloading facility for 
PSO mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s States 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for 
construction of a coal outloading facility. 
Expenditures are needed, however, for 
maintenance and administrative costs required to 
maintain the interests of Ash Creek and PSO. 


Ash Creek and PSO intend to hold part or all of 
said interests until any of several options become 
available: (a) the interests can be sold or 
otherwise transferred to nonaffiliates of PSO or 


Ash Creek; (b) the environmental and 
transportation difficulties have been resolved to 
the point where further development would 
become economically feasible, or (c) PSO and/or 
Ash Creek would become able, either on their 
own or through joint ventures, economically to 
pursue federal coal leasing programs in the area. 


The 1980 budgeted expenditures of $550,000 are 
for property maintenance ($418,000), advance 
royalties ($42,000) and interest expense 
($90,000) associated with the holding of coal 
interests which Ash Creek owns or which PSO 
has heretofore proposed be transferred to Ash 
Creek. 


The fees and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $2,200. No state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 
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Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and the Rules thereunder are satisfied and 
that no adverse findings are necessary; and that it 
is appropriate in the public interest and in the 
interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendments, be granted and permitted 
to become effective in part: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and Rules thereunder, that 
PSO be, and it hereby is, authorized forthwith to 
continue its financing of Ash Creek through 
March 31, 1980, in the maximum principal 
amount of $1,117,500 outstanding at any one 
time (said amount representing the $950,000 
expected to be outstanding at December 31, 1979, 
and $167,500 of budgeted expenditures for Ash 
Creek through March 31, 1980), subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to any further 
extension of time and any expenditures to be after 
March 31, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21365/December 28, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 


NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 01581 


(70-5543) 


ORDER AUTHORIZING EXTENSION OF OIL AND 
GAS EXPLORATION PARTNERSHIP AND 1980 
INVESTMENT THEREIN 


New England Electric System (‘‘NEES"’), a 
registered holding company, and its fuel 
subsidiary New England Energy Incorporated 
(“NEEI"), have filed with this Commission post- 
effective amendments to their application- 
declaration previously filed and amended 
pursuant to Sections 6(a), 7, 9(a), 10 and 12 of the 
Public Utility Holding Company Act of 1935 
(‘Act’) and Rules 43 and 45(a) promulgated 
thereunder concerning the following proposed 
transactions. 


By order dated October 30, 1974 (HCAR No. 
18635), NEES was authorized to organize NEEI, 
acquire its capital stock and make investments 
(including subordinated notes) in NEEI up to 
$20,250,000 through July 31, 1976, and NEEI 
was authorized to enter into a partnership 
agreement (‘‘Agreement’’) with Samedan Oil 
Corporation (‘‘Samedan’’), a wholly owned 
subsidiary of Noble Affiliates, Inc., to explore for 
oil and gas in the continental United States (both 
onshore and offshore). NEEI was at that time 
authorized to invest a maximum of $10,000,000 
in that partnership through July 31, 1976. NEEI 
was also authorized to acquire other interests in 
similar ventures for oil and gas exploration, 
development and production and to undertake 
various fuel procurement and inventory activities. 
Said order also granted a request for an exception 
from the tax allocation provisions of Rule 45(b)(6) 
pursuant to Rule 45(a) on terms and conditions 
therein set forth. 


By order dated June 18, 1976 (HCAR No. 19580), 
NEES was authorized to increase its investment in 
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NEEI to $45,000,000 through December 31, 
1979, with NEEI to use such investments to 
finance its procurement and inventory activities 
and to finance fuel exploration and development 
activities with Samedan and/or other parties. 
Said order also continued the exception from the 
tax allocation provisions of Rule 45(b)(6) through 
the same period. 


By order dated July 19, 1978 (HCAR No. 20632), 
NEE! was authorized to make sales of fuel oil to 
New England Power Company (‘‘NEP”), an 
affiliate, pursuant to a fuel purchase contract on 
terms and conditions set forth in said order. Those 
terms included a pricing policy under which 
NEEI’s total costs related to its exploration and 
development program, including capital costs as 
defined, are divided by total estimated equivalent 
barrels of reserves to determine a unit cost to be 
applied to each equivalent barrel produced. With 
respect to capital costs, a method was prescribed 
for their determination based on a hypothetical 
capital structure imputed to NEEI approximately 
equivalent to the capital structure of NEP. In this 
connection, it was contemplated that NEE! would 
obtain outside financing and apply the proceeds to 
reduce the subordinated notes issued to NEES. 


By order dated July 25, 1979 (HCAR No. 21158), 
NEEI was authorized to enter into an $80,000,000 
revolving credit loan with Bank of Montreal and 
National Bank of North America, upon the 
termination of which becomes a term loan. The 
proceeds of the initial advance under said loan 
($30,000,000) were used to reduce the amount of 
NEEIl’s subordinated notes to NEES. Said order 
also extended the authority granted in the order of 
June 18, 1976 (HCAR No. 19580), for NEES to 
make investments in NEEI up to $45,000,000 
through December 31, 1988. 


By post-effective amendments applicants- 
declarants request authorization to enter into an 
amendment to the Agreement with Samedan, 
which amendment would (1) extend the term of 
the Agreement from December 31, 1979, to 


December 31, 1984; and (2) increase to 
$30,000,000 the average annual amount which 
NEEI can be called upon to invest in the 
partnership during the period 1980-1984. 


It is stated that through June 30, 1979, NEEI had 
invested $55,000,000 in the partnership with 
Samedan, that 248 of the 485 wells drilled in 
which the partnership participated have been 
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found to be productive, and that NEEI’s share of 
the total equivalent reserves of oil and gas 
represented by these wells is now estimated to 
exceed 10,000,000 barrels. Through the same 
date it is claimed that total savings of over 
$423,000 have been achieved through the pricing 
mechanism set forth in the order of July 19, 1978 
(HCAR No. 20632), under which NEEI’s proceeds 
from the sale of oil and gas in its exploration 
programs are used to purchase residual fuel oil for 
NEP. NEP had purchased through June 30, 1979, 
approximately 246,000 barrels of fuel oil related 
to NEEI production at prices averaging $1.72 less 
per barrel than the market price. NEEI’s share of 
production from its exploration and development 
activities is currently estimated to be about 
430,000 equivalent barrels in 1979 and about 
1,700,000 equivalent barrels in 1980. 


Due to the relatively small amount of production 
received by NEEI to date (246,000 barrels is 
approximately equal to one tanker cargo), NEEI 
has not yet been able to take full advantage of the 
other options for disposition of NEEI production. 
These options include, in addition to the sale of 
production to nonaffiliates, the exchange of 
production for fuel oil to be delivered to NEP, and 
arrangements for refining NEEI production with 
delivery of the resulting fuel oil to NEP. NEE! has 
agreed with Sun Oil Company (‘Sun’) on an 
arrangement under which NEEI will make 
available to Sun by pipeline delivery its entire 
entitlement to gas condensate from one of its 
prospects in exchange for fuel oil to NEEI for 
delivery to NEP. It is felt that arrangements for 
exchanging NEEI’s btu entitlement (whether in the 
form of crude oil, natural gas or gas condensate) 
for fuel oil from fuel suppliers can be utilized to 
obtain reliable supplies of fuel for NEP at 
advantageous prices. 


Most of the basic features of the Agreement 
would remain the same under the proposed 
amendment, including (1) Samedan’s acting as 
managing partner, (2) a limitation on the 
geographical scope of the partnership's activities 
to the continental United States (including 
Alaska), both onshore and offshore, (3) each 
partner having a fifty percent interest in the 
partnership, with NEEI paying a larger share of 
the costs of exploration (to compensate Samedan 
for management and expertise in running the 
partnership as managing partner as well as for 
Samedan’s accumulated geological and 
geophysical work in evaluating prospects), (4) 
each partner sharing equally the costs of 
development and productiosn of successful 
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prospects, (5) each partner being entitled to take 
in kind or sell one-half of the partnership 
production of oil and gas (with NEEI also having a 
first call to purchase Samedan’s share of oil 
produced from any prospect), and (6) the 
partnership being terminable by either partner at 
the end of any calendar year on sixty days’ prior 
notice. The amendment would, as previously 
mentioned, extend the Agreement through 
December 31, 1984, and increase to $30,000,000 
the average annual amount which NEEI could be 
called upon to invest for exploration activities 
during each year of the extension period. The 
amendment would also change some other minor 
features of the Agreement. NEEI further requests 
authority to amend the Agreement without 
Commission approval from time to time as the 
parties may agree, except that no such 
amendment may permit (i) any contribution to or 
investment in the partnership by NEEI in excess of 
the limitations on capitalization and financing of 
NEE! imposed by order of the Commission, or (ii) 
participation by NEEI in partnership activities 
outside the continental United States (including 
Alaska), onshore and offshore. 


The fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $5,000, all of which amount 
represents services to be performed, at cost, by 
New England Power Service Company, an 
affiliate, No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21321), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective in part: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
NEEI be, and it hereby is, authorized forthwith (1) 
to enter into the amendment to the Agreement, 
and (2) to invest in the partnership with Samedan 
from January 1, 1980, through December 31, 
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1980, a maximum amount of $30,000,000 for 
exploration, development or any other purpose, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that 
NEEI shall file reports within 45 days of the end of 
each calendar quarter providing, as to the 
activities during such quarter: (a) the investment 
in the partnership by prospect to include 
estimated total cost, incurred cost and cost to be 
incurred; (b) a summary statement of proven and 
probable reserves, distinguishing between oil and 
condensate in barrels and natural gas in MCF’s; 
(c) total production and revenue by prospect, for 
oil and condensate in barrels and for natural gas 
in MCF's; (d) a description of exploration and 
development operations undertaken during the 
quarter, including expenditures and investments 
made by NEEI, together with a comparison of such 
expenditures to the budget authorized by the 
Commission; (e) the amount of fuel produced, 
pricing option exercised, disposition and price, 
such information to include computation of 
average price per barrel in determining fuel 
production sales revenue; (f) the computation and 
application of any charges or credits to NEP 
arising from sales to nonaffiliates of fuel 
produced; (g) the increase or decrease in 
investment in NEEI by associate companies, the 
computation of the rate of return, and a 
comparison of such investments to the budget 
authorized by the Commission; (h) balanace 
sheets and income statements for NEEI, including 
a statement of change in financial position and a 
computation of the cost of capital for the quarter; 
(i) the physical quantities and prices of fuel 
procured by NEEI for the account of such 
associate company, of fuel purchased by NEEI for 
inventory and of fuel delivered by NEEI from 
inventory to each associate company during the 
quarter, and a statement of the charges made by 
NEEI for these services; and (j) a copy of the Form 
423 reports submitted to the Federal Energy 
Regulatory Commission. These reporting 
requirements may be modified from time to time. 


IT IS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to any further 
NEEI investments in the partnership. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21366/December 28, 1979 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6362) 


ORDER AUTHORIZING SHORT-TERM BORROW- 
ING 


Indiana & Michigan Electric Company (“l&M”"), 
anelectric utility subsidiary company of American 
Electric Power Company, Inc. (‘AEP’), a 
registered holding company, has filed with this 
Commission an application and an amendment 
thereto pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (“Act’’) and 
Rules 50(a)(2) and 50(a)(5) promulgated 
thereunder concerning the following proposed 
transactions. 


1&M requests that from the date of the granting of 
this application to January 1, 1981 the exemption 
from the provisions of Section 6(a) of the Act, 
afforded by the first sentence of Section 6(b) of 
the Act, be increased to the extent necessary to 
cover the sale of notes to banks and commercial 
paper to a dealer in commercial paper in an 
aggregate amount not to exceed $150,000,000 
provided that none of such notes to banks and 
commercial paper shall mature later than June 
30, 1981. 


1&M has credit arrangements with 42 banks 
which total $308,655,000. For purposes of 
borrowing, these banks are of three classes. Each 
note to be issued to a Class | bank will mature not 
more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable at any 
time without premium or penalty. !&M’s credit 
arrangements with these banks require it to 
maintain compensating balances equal to a 
percentage of the line of credit made available by 
the bank plus a percentage of any amount actually 
borrowed, generally not in excess of 10% of the 
line of credit and 10% of the amount borrowed. 
Borrowings from a Class | bank would generally 
bear interest at an annual rate not greater than 
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the bank’s prime commercial rate in effect from 
time to time. 


Each note to be issued to a Class Il bank will 
mature not more than 270 days after the date of 
issuance or renewal thereof, and will be 
prepayable by |&M at any time without premium 
or penalty. 1&M’'s credit arrangements with these 
banks require it to maintain compensating 
balances of 5% of the line of credit and to pay a 
fee, which is equal to 4% of the bank’s prime 
commercial rate then in effect times the size of 
the line. The combination of 5% compensating 
balances and the fee is generally equivalent to 
compensating balances not in excess of 10% of 
the line of credit made available. In addition, |&M 
must pay interest on the borrowings at the rate of 
up to 108.5% of the bank’s prime commercial rate 
then in effect. In the case of the one bank, 
borrowings may be made in Eurodollars; the 
interest rate on such borrowings will be a 
designated percent of the London Interbank 
Offering Rate. The total cost of borrowings from 
Class Il banks would not be greater than the 
effective rate for borrowings bearing interest at 
the prime rate with compensating balances equal 
to 10% of the line of credit and 10% of the amount 
borrowed. It is stated that if the balances 
maintained and the fees paid by 1&M with and to 
the Class | and Il banks were maintained and paid 
solely to fulfill requirements for borrowings by 
1&M, the effective annual interest cost under 
either such arrangement, assuming full use of the 
line of credit, would not exceed 125% of the prime 
commercial rate in effect from time to time, or not 
more than 19.4% on the basis of a prime 
commercial rate of 15 1/2%. 


With respect to the Class Ill banks, 1&M has 
money market facilities at each of two named — 
banks in an aggregate amount of $20,000,000. 
These money market facilities do not represent a 
formal commitment or engagement by these 
banks to |&M, but represent merely the ability of 
1&M to request unsecured borrowings in the form 
of promissory notes, on a case-by-case basis. 
These money market facilities are available for 
unsecured borrowings in domestic dollars and/or 
in Eurodollars for periods of up to 180 days after 
the date of issuance, and any such borrowings 
will be prepayable by |&M at any time without 
premium or penalty. No compensating balances 
are required. The interest rate which is presently 
to be negotiated on a case-by-case basis (using a 
360 day year), is pegged to either the London 
Interbank Offering Rate plus a designated percent, 
if the borrowings are made in Eurodollars, or to a 


SEC DOCKET/101 





designated percent of the bank's prime rate, if the 
borrowings are made in domestic dollars. It is 
stated that interest rates on these notes will be 
lower than the effective interest rates for bank 
borrowings made from Class | and II banks, 
including the effect of any compensating balances 
and fees paid. 


1&M also proposes to issue commercial paper, in 
the form of promissory notes, in denominations of 
not less than $50,000 nor more than $5,000,000, 
of varying maturities, with no maturity more than 
270 days after the date of issue; such notes will 
not be prepayable prior to maturity. The 
commercial paper notes will be sold directly by 
l&M to Lehman Commercial Paper Incorporated 
(the ‘‘Dealer’’) at a discount rate not in excess of 
the discount rate per annum prevailing at the time 
of issuance for commercial paper of comparable 
quality and maturity. No commercial paper will be 
issued having a maturity of more than 90 days if 
such commercial paper would have an effective 
interest cost which exceeds the effective interest 
cost at which 1&M could borrow from commercial 
banks. The Dealer will reoffer the commercial 
paper notes to not more than 200 of the Dealer's 
customers identified and designated in a 
nonpublic list prepared by the Dealer in advance, 
at a discount rate of 1/8 of 1% less than the 
discount rate at which such notes were purchased 
from |&M. It is expected that such customers will 
hold such commercial paper notes to maturity, but 
if any such customer wishes to resell such 
commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase such commercial paper and reoffer it 
to other customers on its nonpublic list. 


The proceeds of the short-term debt incurred by 
1&M will be used to pay the general obligations of 
1&M, including expenses incurred in its various 
construction projects. The estimated cost of |[&M's 
net construction program (adjusted to reflect the 
proposed acquisition, subject to regulatory 
approvals, of a portion of the Rockport Plant by an 
affiliated company) for 1980 is approximately 
$199,607,000. This figure does not include 
estimated construction expenditures of 
approximately $15,000,000 to be incurred in 
1980 by I&M’s wholly-owned subsidiary, Indiana 
& Michigan Power Company. 


1&M claims exemption from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks pursuant to paragraph 
(a)(2) thereof and requests exemption from such 
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requirements for the proposed issue and sale of 
its commercial paper pursuant to paragraph 
(a)(5)(ii) thereof. 


The fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $12,000. No state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21247), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that the application, as amended, be 
granted. 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application, as amended, be, and it hereby is, 
granted effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates thereunder 
shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority: 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21367/December 28, 1979 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI! POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE, INC. 
New Orleans, Louisiana 


(70-6097) 


ORDER AUTHORIZING PROPOSAL BY NON- 
UTILITY SUBSIDIARY RELATING TO PROCURE- 
MENT, STORAGE AND TRANSPORTATION OF 
FUEL FOR THE BENEFIT OF OPERATING 
COMPANIES AND FINANCING SUCH OPERA- 
TIONS THROUGH LOANS FROM PARENT 
COMPANIES 


System Fuels, Inc. (‘“SFI’’), a fuel subsidiary of 
Arkansas Power & Light Company (‘‘AP&L”’), 
Louisiana Power & Light Company (‘‘LP&L’’), 
Mississippi Power &Light (‘“MP&L’’) and New 
Orleans Public Service, Inc. (““NOPSI"’) (collectively 
referred to as the “Operating Companies”’), all of 
which are public utility subsidiaries of Middle 
South Utilities, Inc. (“MSU”), a registered holding 
company, has filed a second post-effective 
amendment to an application-declaration with this 
Commission pursuant to Sections 6(a), 7, 9(a), 10 
and 12 of the Public Utility Holding Company Act 
of 1935 (“‘Act’’) and Rules 45, 50(a)(3), 90, and 91 
promulgated thereunder as applicable to the 
following transactions. 


Volume 19, No. 2, January 15, 1980 


By orders dated January 4, 1978 (HCAR No. 
20363), March 9, 1978 (HCAR No. 20441), May 4, 
1978 (HCAR No. 20530), and December 29, 1978 
(HCAR No. 20867), in this matter the Commission 
approved, through December 31, 1979, certain 
financing arrangements and other transactions 
related to the procurement, storage and 
transportation of fuel by SFI for use by the 
Operating Companies. SFI was authorized to 
borrow up to $109,900,000 from the Operating 
Companies under a loan agreement (‘1979 Loan 
Agreement’’). It is estimated that$56,500,000 will 
be outstanding under the 1979 Loan Agreement 
on December 31, 1979 and will be converted into 
loans under an amended 1980 Loan Agreement 
(‘Loan Agreement’) which will provide for 
additional borrowings by SFI from the Operating 
Companies in 1980 of up to $117,000,000 to be 
used to finance, in part, transactions entered into 
by SFI in the ordinary course of its fuel supply 
business for the 1979 calendar year. The exact 
amount of the borrowings proposed to be made 
under the Loan Agreement will be adjusted to 
reflect the actual amount of loans outstanding on 
December 31, 1978; total borrowings by SFI 
under the Loan Agreement are presently 
estimated at $173,500,000. 


Potential borrowing requirements of SFI during 
1980 include up to $60,900,000 for payment of 
commercial paper and bank notes and a net 
amount of $56,100,000 for SFli’s fuel supply 
program, including $52,100,000 for fuel 
procurement $3,400,000 for storage facilities and 
$600,000 for transportation facilities. 


Certain other Commission authorizations are also 
requested in the instant filing where required, to 
carry out or continue programs which the initial 
years of SFI’s operation have shown to be 
essential. 


It is presently contemplated that net capital 
requirements of $52,100,000 will be required for 
SFl’s fuel procurement program during 1980 as 
follows: 
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1980 


Gas and Oil Exploration 
and Development 

Uranium Exploration 

Nuclear Fuel Procurement 

Coal Procurement 

Fuel Oil Procurement 


$36,300,000 
14,700,000 


1,100,000 


Net Requirements 


$52,100,000 


*Capital requirements for nuclear fuel 
procurement will be financed as described in the 
Commission's order dated October 31, 1978 
(HCAR No. 20753). 


**Capital requirements for fuel oil procurement 
will be financed as described in the Commission’s 
orders dated August 1, 1979 (HCAR No. 21171) 
and August 14, 1979 (HCAR No. 21185). 


It is presently estimated that $43,800,000 will be 
required for SFI to continue its gas and oil 
exploration and development activities in the tri- 
state area of Arkansas, Louisiana and Mississippi 
during 1980. Additionally $10,400,000 will be 
required by SFI to purchase qas and pav rovalties 
on gas produced from prospects in which SFI has 
an interest. During the same period, SFI estimates 
that it will generate approximately $17,900,000 
from the sale of gas and oil, thereby resulting in a 
net capital requirement of $36,300,000 during the 
period. 


Pursuant to the Commission's order of March 9, 
1978 (HCAR No. 20441), in this matter, SFI has 
embarked on a uranium exploration program to 
help assure an adequate supply of uranium to 
accommodate the increased commitment to 
nuclear power of the System. SFI is involved, 
acting individually or together with nonaffiliates, 
in conducting geological and geophysical studies 
and explorations for, and acquiring and disposing 
of leases and other mineral rights with respect to, 
uranium reserves, and proving such reserves. It is 
presently contemplated that SFl’s net capital 
requirements for this program during 1980 will be 
approximately $14,700,000. 


SFI contemplates that during 1980 approximately 
$47,600,000 will be expended for the acquisition 
of nuclear materials and services offset by 
$43,800,000 from charges for processing services 
to the Operating Companies and Middle South 
Energy, Inc. (“MSE”), a generating subsidiary of 
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MSU. SFI’s nuclear materials and processing 
services supply program during 1979 will be 
financed by the issuance by SFI of short-term 
notes as authorized in the Commission's order of 
October 31, 1978 (HCAR No. 20753). 


It is presently contemplated that SFl's coal 
procurement program during 1980 will involve 
expenditures of $1,100,000 for carrying costs, 
including interest charges, storage and certain 
overhead expenses, to be capitalized primarily in 
connection with SFIl's participation in a coal 
supply arrangement with Antelope Coal Company 
(“Antelope’)pursuant to a contract entered into 
between SFI and Antelope as approved by the 
Commission’s order dated March 8, 1977 (HCAR 
No. 19924). 


To assure the availability to the Operating 
Companies and Arkansas-Missouri Power 
Company (‘‘Ark-Mo”), another utility subsidiary of 
MSU, of an adequate supply of fuel oil it will be 
necessary to have an inventory on hand at 
January 1, 1980, and December 31, 1980, of 
7,000,000 bbls. During the ensuing twelve 
months, the inventory level will vary because of 
seasonal factors and other conditions. However, 
due to an increase in cost, the inventory at 
December 31, 1980, is expected to be worth 
approximately $161,800,000 compared to an 
estimated worth of approximately $125,400,000 
at January 1, 1980. Net cash requirements of 
$36,400,000 are therefore expected during 1980. 
SFI anticipates expenditures of $5,800,000 in 
1980 to insulate certain of its storage tanks to 
facilitate storage of heavier fuel oils, to construct 
an additional storage tank and to make certain 
improvements to existing docking and unloading 
facilities. The anticipated expenditures will be 
funded in part by $2,400,000 in fuel storage 
depreciation expenses included in oil billing to the 
Operating Companies and Ark-Mo, thereby 
resulting in a net requirement of $3,400,000. 


It is presently contemplated that SFl’s fuel 
transportation program during 1979 will involve 
expenditures of $1,000,000 for the provision of 
gathering systems and/or pipelines to transport 
gas, which has been discovered pursuant to SFl's 
exploration program, to certain of the System’s 
power plants, for certain improvements to 
towboats and barges and for the financing and 
general costs applicable to the program to be 
capitalized. The anticipated expenditures will be 
funded in part by $400,000 in fuel transportation 
depreciation expenses included in fuel billing to 
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$117,000,000 


the Operating Companies and Ark-Mo, thereby 
resulting in a net requirement of $600,000. 


SFI’'s capital requirements during 1980 may 
involve the following: 


$20,900,000 - To pay SFI’s commercial paper 
notes or the Aetna Casualty and 
Surety Company (‘‘Aetna’’) 
under the arrangement des- 
cribed below. 

$40,000,000 - To pay notes payable to Citibank 
due April 17, 1980 under a loan 
agreement (File No. 70-5415) 
$56,100,000 - To cover capital expenditures for 
activities herein described. 


Total 


Pursuant to the financing program authorized by 
Commission order dated October 31, 1978 (HCAR 
No. 20753), SFI will finance its nuclear materials 
and processing services supply program during 
1980 by the issuance of its commercial paper 
notes backed by Aetna’s Bond of Indemnity. SFI 
has retained the right to cancel this program at 
any time should it become economically 
disadvantageous. In addition, the program may be 
terminated upon the occurrence of certain events. 
SFI currently estimates that the maximum amount 
of notes or obligations to Aetna at any one time 
outstanding during 1980 will total $20,900,000. 
Authority is herein requested to make borrowings 
under the Loan Agreement, if necessary, in 1980, 
in an amount sufficient to effect repayment of its 
borrowings or reimbursement of Aetna. In 
addition, SFI will endeavor to extend, renew or 
otherwise refinance its obligations to Citibank, but 
in the event that such refinancing is not available, 
it will need $40,000,000 to pay the notes upon 
their maturity. SFl also needs the assurance that 
borrowing capacity is available immediately to 
meet contingencies which might arise in 
connection with leasing and other transactions 
previously entered into upon authorization from 
the Commission. 


Commission authorization is therefore sought for 
SFI to enter into the Loan Agreement with the 
Operating Companies pursuant to which SFI 
would be authorized to make borrowings, which 
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will mature on December 31, 2005, from the 
Operating Companies, from time to time through 
December 31, 1980, in an aggregate amount not 
to exceed, at any one time, the sum of 
$117,000,000 and the amount to be outstanding 
at December 31, 1979, under the 1979 Loan 
Agreement, currently estimated to be 
$56,500,000 which amount will be converted into 
loans under the Loan Agreement as described 
below. Such borrowings would be in addition to 
the $26,500,000 of outstanding borrowings 
authorized by the Commission by order dated 
December 17, 1971 (HCAR No. 17400) and the 
$13,000,000 of outstanding borrowings 
authorized by Commission orders dated December 
17, 1973 (HCAR No. 18221), December 24, 1975 
(HCAR No. 19314) and December 30, 1976 (HCAR 
No. 19835). 


Under the Loan Agreement, each Operating 
Company will agree to make loans to SFI until 
December 31, 1980, in aggregate principal 
amounts at any one time outstanding up to but 
not exceeding the amount set opposite its name 
below (collectively the ‘‘Commitments” and 
individually the ‘‘Commitment’). 


Operating Company Commitment 


Arkansas Power & Light Company$ 54,520,000 
Louisiana Power & Light Company 73,305,000 
Mississippi Power & Light Company 29,495,000 
New Orleans Public Service Inc. 16,180,000 


Total $173,500,000 


The amount of the Commitments include an 
assumed $56,500,000 to be outstanding under 
the 1979 Loan Agreement at December 31, 1979. 
The amounts will vary to reflect the loans actually 
outstanding at that time. 


Each Operating Company’s Commitment to make 
additional loans in 1980 is equal to an amount in 
such proportion as its kilowatt-hour sales for the 
twelve months ended September 30, 1979, bear 
to the total kilowatt-hour sales of the Operating 
Companies for that period, computed in both 
cases by including sales to rural electric 
cooperatives and municipalities but excluding 
sales to other public utilities. 


The obligation of SFI to repay the loans made by 
each Operating Company under the Loan 
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Agreement shall be evidenced by the promissory 
note (‘‘Note’’) of SFI in the principal amount equal 
to such Operating Company's Commitment and 
payable to the order of such Operating Company 
on December 31, 2005. SFI will authorize each 
Operating Company to endorse on the reverse 
side of the Note payable to such Operating 
Company an appropriate notation evidencing its 
pro rata share of the loans made to SFI under the 
Loan Agreement and each prepayment and 
payment of principal with respect to such loans. 
Each loan will be made pro rata according to the 
Commitments. Simultaneously with the delivery 
of the Notes and their appropriate notation for 
borrowings outstanding at December 31, 1979, 
under the 1979 Loan Agreement, the notes issued 
under the 1979 Loan Agreement which evidence 
such borrowings will be returned to SFI and 
cancelled. 


Each Note will bear interest on the unpaid 
principal balance thereof, adjustable monthly on 
the first day of each month, at an annual rate for 
such month equal to the annual rate of interest 
borne on the last day of the preceding month by 
the short-term bank borrowings of the Operating 
Company to which such Note shall have been 
issued. If on the last day of any month, such 
Operating Company shall have short-term bank 
borrowings bearing more than one rate of 
interest, the highest rate shall apply. If, on the last 
day of any month, such Operating Company shall 
not have any short-term bank borrowings, the 
prime commercial rate generally charged by 
commercial banks in New York City on such day to 
responsible and substantial corporate borrowers 
shall apply. The loans will be prepayable at any 
time in any amount without premium or penalty. 
Each prepayment on account of the unpaid 
principal balance of the Notes will be made by SFI 
to the Operating Companies pro rata in 
accordance with their respective percentage 
shares of the Commitments. 


SFI is endeavoring and will endeavor to obtain 
funds from external sources under arrangements 
advantageous to SFI and the System to meet SFI’s 
capital expenditure requirements in lieu of 
borrowings from the Operating Companies. 
Subject to the receipt of such regulatory approvals 
from the Commission as may be necessary at the 
time, it is anticipated that SFI may borrow from 
banks, insurance companies and other 
nonaffiliated lenders and enter into specific 
arrangements for financing. 
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The rights and obligations of the parties under the 
Loan Agreement will be subject to certain 
restrictions set forth in (1) the loan agreement 
with Hibernia, (2) the acceptance facility line of 
credit agreement with Citibank, as amended, and 
(3) the participation agreement with The Aetna 
Casualty and Surety Company. These restrictions 
relate principally to the payment or prepayment by 
SFI of its indebtedness to the Operating 
Companies during the terms of those agreements. 


In carrying out its financing program for 1980 SFI 
represents that it will at all times, unless the 
Commission shall otherwise expressly authorize, 
maintain the aggregate of its capital stock, 
surplus, and principal amount of its indebtedness 
to the Operating Companies at an amount equal 
to at least 35% of SFl's total capitalization. 


SFI proposes to file certificates of notification 
pursuant to Rule 24 promulgated under the Act on 
a quarterly basis through 1980. Such certificates 
will include a description of the progress of its fuel 
supply program for 1980 including any deletions, 
additions or changes therein, and will furnish the 
Commission on or before December 1 in 1980 a 
copy of SFi’s budget and projected cash flow 
statement for the next succeeding calendar year. 
It is specifically agreed that SFI will make, keep 
and preserve for such period, such accounts, cost- 
accounting procedures, correspondence and other 
records relating to any transaction in which SFI 
participates as may be required by Section 15 of 
the Act or any rules, regulations or orders 
promulgated thereunder and that all of the 
foregoing shall be subject at any time and from 
time to time to such reasonable periodic, special 
and other examinations by the Commission, or 
any member or representative thereof, as the 
Commission may prescribe. 


SFI and the Operating Companies have found the 
flexibility resulting from certain authorizations 
previously granted to SFI in the ordinary course of 
its fuel supply business to be of great use in the 
economical and efficient supply of fuel for the 
System. Accordingly it is requested that 
authorization be extended during 1980 for the 
following: 


1. The Operating Companies, in connection with 
a transaction in the ordinary course of SFI’s fuel 
supply business as described above and not 
involving the issuance of a security, to assure any 


Volume 19, No. 2, January 15, 1980 





party contracting with SFI that the Operating 
Companies will, in accordance with their 
respective shares of ownership of the Common 
Stock of SFI, take such action as may be 
appropriate from time to time to keep SFI in a 
sound financial condition so that it may discharge 
its obligations under the particular contract; and 


2. To have personnel employed by the other 
companies in the System perform services for SFI 
at cost where it is more economical and efficient 
for such personnel to perform such services. 


No state or federal commission other than this 
Commission, is required to authorize the proposed 
transactions. As required, AP&L has filed 
pertinent information relating to its participation 
in the proposed transactions with the Arkansas 
Public Service Commission. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21306), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendments, be 
granted and permitted to beocme effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application-declaration, as amended, be, and 
it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21368/December 28, 1979 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-6283) 


ORDER AUTHORIZING EXTENSION OF AND 
ADJUSTMENT IN SHORT-TERM BORROWING 
AUTHORIZATION 


Metropolitan Edison Company (‘’Met-Ed’’), an 
electric utility subsidiary of General Public Utilities 
Corporation, (‘‘GPU"’) a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application previously 
filed and amended in this matter pursuant to 
Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’), as applicable to the following 
transactions. 


By Order dated May 4, 1979 (HCAR No. 21037), 
the Commission granted Met-Ed authority to issue 
or renew, from time to time until December 31, 
1979, its unsecure promissory notes maturing not 
more than nine months after the date of issue, 
evidencing short-term bank borrowings. Such 
promissory notes would bear interest at the 
lending bank’s prime interest rate for commercial 
borrowings at the date of issuance and would be 
prepayable at any time without premium. Met-Ed 
is authorized during such period, to issue and 
renew, as commercial paper, its unsecured 
promissory notes in denominations of $100,000 
or multiples thereof, maturing not more than 270 
days from the date of issue. The aggregate 
principal amount of unsecured promissory notes 
to banks and commercial paper outstanding at any 
one time would not exceed the lesser of (a) 
$97,000,000 or (b) the amount permitted by Met- 
Ed’s Articles of Incorporation. By Order dated 
October 30, 1979 (HCAR No. 21276; File No. 70- 
6311), the Commission authorized an increase in 
the amount of indebtedness which Met-Ed may 
have outstanding under the GPU System 
Revolving Credit Agreement (the ‘‘loan 
agreement’), dated as of June 15, 1979, with a 
syndicate of commercial banks. As a result, Met- 
Ed may now incur indebtedness under that 
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agreement which, when added to its borrowings 
outstanding hereunder would not exceed the 
lesser of (a) $125,000,000 or (b) the amount 
permitted by Met-Ed’s Articles of Incorporation. 


Met-Ed now requests that it be permitted to issue, 
sell and renew its unsecured promissory notes 
from time to time during the period ending 
December 31, 1980; provided that such 
borrowings, when added to Met-Ed’s borrowings 
outstanding under the previously authorized loan 
agreement would not in the aggregate exceed the 
lesser of (a) $125,000,000 or (b) the amount 
permitted by Met-Ed’s Articles of Incorporation. 
As Met-Ed does not expect to sell commercial 
paper during this period, Met-Ed does not request 
that the Commission's Order herein authorize 
Met-Ed’s issuance and sale thereof. 


From time to time, certain lending banks have 
advised Met-Ed that it would be more convenient 
if Met-Ed’s borrowings were made at an interest 
rate in excess of the bank’s prime rate with a 
reduction in the compensating balances which 
Met-Ed would otherwise normally be required to 
maintain. Met-Ed is normally required to maintain 
compensating balances ranging from a minimum 
of 10% of the available line to a maximum of 10% 
of the line plus 10% of the loan outstanding. 
Consequently, assuming compensating balances 
will equal 20% of the aggregate amounts 
borrowed, the result is presently to increase the 
effective cost of borrowing to an amount equal to 
125% of the prime rate. In order to provide the 
necessary flexibility, Met-Ed therefore further 
requests authority to effect such borrowings at 
rates in excess of the prime rate; provided, 
however, that any such interest rate, after giving 
effect to compensating balance requirements, 
would not result in an effective cost to Met-Ed in 
excess of 125% of the lending bank’s prime rate in 
effect from time to time. 


Although no commitments or agreements for such 
borrowings have been made, Met-Ed expects that, 
as and to the extent that its cash needs require, 
they would be effected from time to time from one 
or more of the following banks, the maximum to 
be borrowed and outstanding at any one time 
from each such bank being as follows: 


108/SEC DOCKET 


Bank Amount 
Cumberland County National Bank 
Lafayette Trust Bank 
Lebanon County Trust Co. 
The Merchants National Bank 

of Bangor 
Nazareth Natinal Bank & Trust Co. 
The Valley Trust Co. of Palmyra 


$ 500,000 
300,000 
250,000 


200,000 
200,000 
150,000 


$1,600,000 


Met-Ed expects that there may be additional 
banks from which it may effect such borrowings 
from time to time. In all other respects the 
transactions as heretofore authorized by the 
Commission herein would remain unchanged. 


The fees, commissions and expenses to be 
incurred in connection with the transactions are 
estimated to total $5,250 including legal fees of 
$5,000 and miscellaneous expenses of $250. No 
state or federal commission, other than this 
Commission, has jurisdiction in connection with 
the proposed transactions. 


Due notice of the filing of said post-effective 
amendments to the application has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21320), and no hearing 
has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application, as amended, be 
granted; 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21369/December 28, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT 
COMPANY 
Morristown, New Jersey 


(70-6098) 


ORDER AUTHORIZING EXTENSION OF AND 
ADJUSTMENT IN SHORT-TERM BORROWING 
AUTHORIZATION 


Jersey Central Power & Light Company (‘Jersey 
Central’), an electric utility subsidiary of General 
Public Utilities Corporation, ("GPU"), a registered 
holding company, has filed with this Commission 
a post-effective amendment to its application 
previously filed and amended in this matter 
pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘Act’), as 
applicable to the following transactions. 


By order dated May 4, 1979 (HCAR No. 21031), 
this Commission granted Jersey Central authority 
to issue or renew, from time to time until 
December 31, 1979, its unsecured promissory 
notes maturing not more than nine months after 
the date of issue, evidencing short-term bank 
borrowings provided that the aggregate principal 
amount of such unsecured promissory notes 
outstanding at any one time shall not exceed the 
lesser of (a) $140,000,000 or (b) the amount 
permitted by Jersey Central’s Charter. Such 
promissory notes would bear interest at the 
lending bank’s prime interest rate for commercial 
borrowings at the date of issuance and would be 
prepayable at any time without premium. By 
Order dated June 19, 1979 (HCAR No. 21107; File 
No. 70-6311), this Commission authorized Jersey 
Central to issue, sell and renew from time to time 
through October 1, 1981, its promissory notes 
(having a maturity of not more than six months 
from the date of issue) pursuant to a Revolving 
Credit Agreement (the “loan agreement’), dated 
as of June 15, 1979, with a syndicate of 
commercial banks. Jersey Central is authorized to 
incur indebtedness under the loan agreement up 
to an amount, which, when added to GPU's 
borrowings outstanding hereunder, would not 
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exceed the lesser of (a) $139,000,000, or (b) the 
amount permitted by Jersey Central's Charter. 


By post-effective amendment Jersey Central 
requests that it be permitted to issue and sell its 
unsecured promissory notes hereunder from time 
to time. during the period ending December 31, 
1980; provided that Jersey Central's borrowings 
hereunder, when added to its borrowings 
outstanding under the previously authorized loan 
agreement would not in the aggregate exceed the 
lesser of (a) $139,000,000, or (b) the amount 
permitted by Jersey Central's Charter. From time 
to time, certain lending banks have advised Jersey 
Central that it would be more convenient if Jersey 
Central's borrowings were made at an interest 
rate in excess of the bank’s prime rate with a 
reduction in the compensating balances which 
Jersey Central would otherwise normally be 
required to maintain. Jersey Central is normally 
required to maintain compensating balances 
ranging from a minimum of 10% of the available 
line to a maximum of 10% of the line plus 10% of 
the loan outstanding. Consequently, assuming 
compensating balances will equal 20% of the 
aggregate amounts borrowed, the result is 
presently to increase the effective cost of 
borrowing to an amount equal to 125% of the 
prime rate. In order to provide the necessary 
flexibility, Jersey Central therefore further 
requests authority to effect such borrowings at 
rates in excess of the prime rate; provided, 
however, that any such interest rate, after giving 
effect to compensating balance requirements, 
would not result in an effective cost to Jersey 
Central in excess of 125% of the lending bank's 
prime rate in effect from time to time. 


Although no commitments or agreements for such 
borrowings have been made, Jersey Central 
expects that, as and to the extent that its cash 
needs require, they would be effected from time to 
time from one or more of the following banks, the 
maximum amount currently expected to be 
borrowed and outstanding at any one time from 
each such bank being as follows: 
National Community Bank $ 3,000,000 
Central Jersey Bank & Trust Company3,000,000 
Mercantile-Safe Deposit & 

Trust Company 
National State Bank, 

Elizabeth, N.J. 
First National Bank of 

Toms River, N.J. 
The Philadelphia National Bank 


3,000,000 
2,500,000 


1,000,000 
1,000,000 


$13,500,000 
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Jersey Central expects that there may be 
additional banks from which it may effect such 
borrowings from time to time. In all other respects 
the transactions as heretofore authorized by the 
Commission herein would remain unchanged. 


The fees, commissions and expenses to be 
incurred in connection with the proposed 
transactions are estimated to total $4,250, 
including legal fees of $4,000 and miscellaneous 
expenses of $250. No state or federal 
commission, other than this Commission, has 
jurisdiction in connection with the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendments to the application has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21319), and no hearing 
has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is necessary; and that it is 
appropriate in the public interest and in the 
interest of investors and consumers that said 
application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21370/December 28, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 


(70-5936) 


SUPPLEMENTAL ORDER AUTHORIZING 
ISSUANCE AND SALE OF SHORT-TERM NOTES 
BY SUBSIDIARY COMPANY AND ACQUISITION 
THEREOF BY HOLDING COMPANY 


Arkansas-Missouri Power Company (““Ark-Mo”’), a 
subsidiary company of Middle South Utilities, Inc. 
("Middle South’), a registered holding company, 
and Middle South have filed with this Commission 
a third post-effective amendment to the 
application-declaration in this proceeding 
pursuant to Sections 6(b), 9(a), and 10 of the 
Public Utility Holding Cmpany Act of 1935 (‘’Act’’) 
regarding the following proposed transactions. 


By orders in this proceeding dated December 28, 
1976, December 29, 1977, and December 20, 
1978 (HCAR Nos. 19826, 20349, and 20841), 
Ark-Mo was authorized to issue and sell to Middle 
South from time to time through December 31, 
1979, and Middle South was authorized to 
acquire, up to $2,100,000 of Ark-Mo’s unsecured 
short-term promissory notes of a maturity of not 
more than twelve months. Presently, $2,100,000 
of such notes are outstanding, with a maturity of 
December 31, 1979. 


Ark-Mo now proposes to extend such $2,100,000 
of short-term borrowings for one year. The 
proposed notes will be in the form of unsecured 
promissory notes payable not more than twelve 
months from the date of issuance (and in any 
event maturing not later than December 31, 1980) 
and will bear interest at a rate per annum 
equivalent to 110% of the commercial loan rate in 
effect at Manufacturers Hanover Trust Company 
from time to time. The notes will, at the option of 
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Ark-Mo, be prepayable in whole or in part at any 
time without premium or penalty. The net 
proceeds to be received by Ark-Mo from the 
issuance and sale of the notes proposed will be 
applied to the payment at maturity of Ark-Mo’s 
currently outstanding borrowings from Middle 
South. It is stated that Ark-Mo presently intends 
to repay the notes from the proceeds of 
permanent financing or from funds otherwise 
available to Ark-Mo from its operations. 


The Arkansas Public Service Commission has 
authorized the issuance and sale of the notes. No 
other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21300), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application-declaration, as amended by said 
post-effective amendment, be, and it hereby is, 
granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21371/December 28, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 


GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-4990) 


SUPPLEMENTAL ORDER AUTHORIZING 
ISSUANCE AND SALE OF NOTES BY SUBSIDIARY 
TO HOLDING COMPANY 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its wholly-owned 
subsidiary company, GPU Service Corporation 
(“Service Company”), have filed a further post- 
effective amendment to the apphceac~<#n - 
declaration in this proceeding pursuant to 
Sections 6(a), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) regarding 
the following proposed transactions. 


By order dated April 29, 1971 (HCAR No. 17112), 
the Commission authorized the organization of, 
and conduct of business by, Service Company. 
The Commission's order also authorized GPU to 
acquire for cash long-term unsecured notes of 
Service Company not exceeding $5,000,000 
aggregate principal amount at any one time 
outstanding. Each such note would mature 40 
years from the date of issuance of the first note, 
would be prepayable without premium or penalty 
by Service Company at any time, and would bear 
interest at a rate equal to the prime rate for short- 
term commercial borrowings generally in effect, 
from time to time, in New York City, plus not more 
than 20% thereof. It was stated that Service 
Company would at all times maintain its 
aggregate capital, including the principal amount 
of notes outstanding, at an amount approximately 
equal to the sum of two months’ operating 
expenses, plus the cost of its property, less 
applicable reserves, prepayments, and petty cash 
working funds. 
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Subsequently, by orders dated June 3, 1975, and 
March 7, 1977 (HCAR Nos. 19023 and 19921), 
authorization was granted for increases from 
$5,000,000 to $10,000,000 in the maximum 
aggregate principal amount of Service Company's 
unsecured notes which could be acquired by GPU. 
However, all such notes representing borrowings 
in excess of $5,000,000 were to be notes of a 
maturity not exceeding two years from the date of 
issuance and were to bear interest at a rate equal 
to the actual cost of short-term borrowings by 
GPU, taking into consideration GPU's 
compensating balance requirements. At 
November 19, 1979, the aggregate outstanding 
amount of Service Company’s unsecured notes so 
acquired by GPU was $8,755,683. 


GPU and Service Company now seek authority to 
increase to $14,000,000 from $10,000,000 the 
maximum aggregate principal amount of Service 
Company's unsecured notes which may be 
acquired by GPU. All such notes representing 
borrowings in excess of $5,000,000 will continue 
to be notes of a maturity not exceeding two years 
from the date of issuance and will bear interest at 
a rate equal to the prevailing New York City prime 
rate, plus 20%. This rate approximates GPU's cost 
of borrowed funds, taking into account 
compensating balances and commitment fees. 
Service Company will, moreover, continue to 
maintain its aggregate capital, including the 
principal amount of all such notes outstanding, at 
all times equal to the sum of approximately two 
months’ operating expenses, plus the cost of its 
property (to the extent not financed from 
borrowings from others), less applicable reserves, 
prepayments, and petty cash working funds. In all 
other respects the transactions will remain 
unchanged. 


It is stated that GPU and Service Company expect 
that through the period ending December 31, 
1981, it will be necessary for Service Company to 
obtain through unsecured loans from GPU an 
additional approximate $4 million. Such funds will 
be required principally for working capital and 
additional operating expenses, the remaining 
costs of construction and equipment associated 
with the Parsippany, New Jersey headquarters 
office building, and the acquisition of certain 
additional fixtures and equipment for use by 
Service Company personnel. 


The fees and expenses to be incurred in 
connection with the proposed notes are estimated 
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at $6,500. No state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21317), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application-declaration, as amended by said 
post-effective amendment, be, and it hereby is, 
granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 19, No. 2, January 15, 1980 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21372/December 31, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 


GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-6151) 


ORDER AUTHORIZING EXTENSION OF AND 
ADJUSTMENT IN SHORT-TERM DEBT AUTHORI- 
ZATION 


General Public Utilities Corporation (“GPU”), a 
registered holding company and its service 
company subsidiary General Public Utilities 
Service Corporation (‘‘Service Company”), have 
filed with this Commission post-effective 
amendments to its declaration previously filed and 
amended in this matter pursuant to Sections 6(a), 
7 and 12 of the Public Utility Holding Company 
Act of 1935 ("Act’’), as applicable to the following 
transactions. 


By orders dated May 18, 1978 (HCAR No. 20550) 


and July 31, 1978 (HCAR No. 20652), this 
Commission authorized (a) Service Company to 
issue its unsecured promissory notes maturing on 
December 31, 1979, evidencing borrowings of up 
to $13,000,000 from Hartford National Bank and 
Trust Company ("Hartford’’) and Citibank, N.A., 
and (b) GPU to guarantee the payment of principal 
and interest on such borrowings. Such promissory 
notes were to bear interest at 105% of the banks’ 
prime rate for commercial borrowings as in effect 
from time to time. The proceeds from such 
borrowings were to be used to finance the 
construction and partial equipping of a 125,000 
sq. ft. headquarters office building to be 
constructed by Service Company on a 25 acre site 
in Parsippany, New Jersey, or to reimburse 
Service Company’s treasury for funds previously 
expended therefrom for such purposes. By order 
dated June 5, 1979 (HCAR No. 21082) this 
Commission authorized Service Company to 
secure such borrowings by granting Hartford a 
first mortgage on the 25 acre site and office 
building. At the date hereof, Service Company has 
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outstanding $12,700,000 principal amount of 
such promissory notes. 


GPU and Service Company are seeking more 
permanent financing arrangements for the 
building. Pending the making of such 
arrangements, GPU and Service Company by 
post-effective amendment now request that the 
time during which Service Company may issue, 
and GPU may guaranteee, notes evidencing 
borrowings from Hartford and Citibank, as well as 
the maturity date of such notes, be extended until 
December 31, 1980. In addition, GPU and Service 
Company further request that such notes be 
permitted to bear interest at 108% of the prime 
rate, in effect from time to time, during the period 
January 1, 1980 through December 31, 1980. In 
all other respects the transactions as heretofore 
authorized by the Commission would remain 
unchanged. 


The fees, commissions and expenses to be 
incurred in connection with the proposed 
transactions are estimated to total $21,500, 
comprising legal fees of $9,385 and 
miscellaneous expenses (including a title 
company survey and recording expenses) of 
$12,115. No state or federal commission, other 
than this Commission, has jurisdiction in 
connection with the proposed transactions. 


Due notice of the filing of said post-effective 
amendments to the declaration has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21328), and no hearing 
has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that is appropriate in the public 
interest and in the interest of investors and 
consumers that said declaration, as amended, be 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act-and rules thereunder, that 
said declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21373/December 31, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
COLUMBIA LNG CORPORATION 


COLUMBIA GAS DEVELOPMENT 
CORPORATION 


COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 


COLUMBIA GAS DEVELOPMENT OF 
CANADA, LTD 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION 
CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 


COLUMBIA GAS OF KENTUCKY, INC. 


COLUMBIA GAS OF VIRGINIA, INC. 


COLUMBIA GAS OF WEST VIRIGNIA, INC. 


COLUMBIA GAS OF PENNSYLVANIA, INC. 


COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS 
Columbus, Ohio 


OF MARYLAND, INC. 


COLUMBIA GULF TRANSMISSION 
COMPANY 
Houston, Texas 
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COLUMBIA COAL GASIFICATION 
CORPORATION 


COLUMBIA HYDROCARBON CORPORATION 


THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


(70-6389) 


ORDER AUTHORIZING OPEN ACCOUNT 
ADVANCES TO SUBSIDIARY COMPANIES BY 
PARENT COMPANY IN CONNECTION WITH 
INTRASYSTEM PREPAYMENT OF PROMISSORY 
NOTES AND RELATED TRANSACTIONS 


The Columbia Gas System, Inc. (“Columbia’’), a 
registered holding company, and its wholly-owned 
subsidiary companies listed above, have filed an 
application-declaration with this Commission 
pursuant to Sections 6(a), 6(b), 9, 10, and 12(b) of 
the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 42(b) (2) and 45 promulgated 
thereunder as applicable to the following 
transactions. 


It is stated that during the winter heating season 
Columbia's distribution subsidiary companies 
generate substantial amounts of cash in excess of 
current requirements. During the same period, 
however, the transmission subsidiary companies 
generate lesser amounts of cash and have 
generally larger construction expenditures, 
requiring Columbia to advance funds to such 
subsidiary companies. In recent years, the 
Commission has authorized open account 
advances by Columbia to subsidiary companies 
and certain related transactions which are 
designed to alleviate this situation. The present 
filing requests authorization to continue such 
transactions during the calendar year 1980. 


It is proposed that the subsidiary companies listed 
below will prepay from time to time prior to the 
end of 1980, with excess cash in aggregate 
amounts not to exceed the amounts set forth 
below, a portion of their outstanding installment 
promissory notes (‘‘Notes’’) held by Columbia. The 
following amounts represent the estimated 
aggregate maximum excess funds that such 
companies are expected to accumulate at any one 
time during the year 1980. 
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Columbia Gas System Service 
Corporation 
Columbia Gas Transmission 
Corporation 270,000,000 
Columbia Gas of Pennsylvania, Inc. 55,000,000 
Columbia Gas of New York, Inc. 7,500,000 
Columbia Gas of Maryland, Inc. 4,000,000 
Columbia Gas of Kentucky, Inc. 12,000,000 
Columbia Gas of Virginia, Inc. 5,000,000 
Columbia Gas of West Virginia, Inc. 20,000,000 
Columbia Gas of Ohio, Inc. 125,000,000 
Columbia Gulf Transmission 
Company 
Columbia Hydrocarbon Corporation 
The Inland Gas Company, Inc. 
Columbia LNG Corporation 
Columbia Gas Development 
Corporation 
Columbia Coal Gasification 
Corporation 


$ 5,000,000 


100,000,000 
3,158,000 
4,500,000 

104,000,000 


20,000,000 


Total 


The Notes (‘‘Indebtedness’’) prepaid by the 
individual companies will be those bearing the 
highest interest rate or rates outstanding at the 
time of each prepayment. Interest on such 
Indebtedness will cease upon prepayment and 
recommence upon reissuance. As any of such 
companies require funds for construction and 
other corporate purposes after prepayment, it is 
proposed that advances be made to them on open 
account by Columbia, provided that at no time will 
the amount of such advances to any subsidiary 
exceed the amount of Indebtedness theretofore 
prepaid by it, less any current maturities 
applicable to Notes which have matured 
subsequent to the date of prepayment. 


The open account advances to any subsidiary 
company will bear interest commencing on the 
date of the advances, at the same rate or rates as 
borne by the equivalent principal amounts of 
Indebtedness previously prepaid by it during 1979, 
but in reverse order to that of the prepayments, 
i.e., beginning from the lowest rate payable on the 
Indebtedness previously prepaid to the highest 
rate. Interest on the open account advances will 
become due on June 30, 1980, and December 31, 
1980, and/or on the date such advances are 
repaid by the reinstatement of Notes. It is further 
proposed that advances on open account to 
individual subsidiary companies will be increased 
or decreased from time to time in accordance with 
variations in the cash flow of the individual 
subsidiary companies. The proposed advances will 
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4,000,000 
$739,158,000 


not be in excess of the Indebtedness prepaid 
theretofore. At such time as the advances to any 
subsidiary company equal the aggregate amount 
of the Indebtedness prepaid by it, or in any event 
not later than December 31, 1980, such prepaid 
Indebtedness will be reinstated in repayment of 
the outstanding open account advances. 


Financing of construction or gas storage programs 
of any operating subsidiary company pursuant to 
Commission authorization will not be 
consummated until such time as advances have 
been made in amount equal to the amount of 
Indebtedness prepaid. Any subsidiary company 
which during 1980 has borrowed on open account 
from Columbia an amount smaller than the 
amount of Indebtedness theretofore prepaid by it 
will, on December 31, 1980, reinstate its 
Indebtedness to Columbia in an amount sufficient 
to discharge its open account borrowings, and the 
balance of its prepaid Indebtedness will be 
considered to have been permanently prepaid. 
Such permanent prepayment would be applied 
against Indebtedness bearing the highest interest 
rates and would be consummated only with 
respect to Indebtedness bearing interest at a rate 
equal to or in excess of the rate applicable to 
borrowings by subsidiary companies from 
Columbia as of December 31, 1980. In the event 
that a permanent prepayment by any subsidiary 
company would be indicated with respect to Notes 
bearing an interest rate less than the rate 
applicable to debt purchased by Columbia from 
subsidiary companies at December 31, 1980, 
such Notes will be reinstated by the subsidiary 
company at or before the end of 1980. 


It is stated that the proposed transactions are 
designed to achieve the following: (1) flexibility to 
prepay at the earliest possible date inventory 
loans with commercial banks and other short- 
term borrowings; (2) deferment of outside 
financing until aggregate system funds approach 
a minimum balance, (3) facilitate the internal 
financing of emergency requirements, and (4) 
allow subsidiaries, during any period in which 
they have excess cash, to temporarily prepay 
Notes owed Columbia, thereby decreasing their 
own net corporate interest expense. 


The fees commissions and expenses to be 
incurred by Columbia and its subsidiary 
companies in connection with the proposed 
transactions are estimated at $7,000, including 
$4,000 for services, at cost, provided by Columbia 
Gas System Service Corporation. 
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The Public Service Commission of West Virginia 
has authorized the prepayment and reissuance of 
prepaid Notes by Columbia Gas of West Virginia, 
Inc., the Public Service Commission of New York 
has authorized the reissuance of prepaid Notes by 
Columbia Gas of New York, Inc., the Public Utility 
Service Commission of Kentucky has authorized 
the reissuance of prepaid Notes by Columbia Gas 
of Kentucky, Inc., and the State Corporation 
Commission of Virginia has authorized the 
reissuance of prepaid Notes by Columbia Gas of 
Virginia, Inc. No other state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. The 
applicants-declarants have requested that 
authorization be granted to file certificates under 
Rule 24 with respect to the proposed transactions 
on a quarterly basis. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21236), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the 
interest of investors and consumers that said 
application-declaration be granted and permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application-declaration be, and it hereby is, 
granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21374/December 31, 1979 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


EASTERN EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-5388) 


NOTICE OF PROPOSED EXTENSION OF BANK 
BORROWING BY SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (‘‘EUA”’), a registered holding company, 
and its electric utility subsidiaries Blackstone Valley 
Electric Company (‘‘Blackstone’’), Eastern Edison 
Company (‘‘Eastern’’) and Montaup Electric 
Company (‘“Montaup”), have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and 
amended pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(a), 7, 9(a), 10, 12(b), 12(c) and 12(f) of the Act and 
Rules 43(a) and 45(a) promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By prior orders issued in this proceeding, EUA was 
authorized to enter into a series of transactions 
designed to effect the transfer of Blackstone's 
proportionate ownership in the securities of 
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Montaup (the EUA system's generating company) to 
Eastern, which now owns all of Montaup’s 
securities. 


As apart of that reorganization program, Blackstone 
was authorized, by order dated February 19, 1975 
(HCAR No. 18817), to borrow $25,000,000 
pursuant to a loan agreement with the Chase 
Manhattan Bank, N.A. (‘‘Chase’’). Blackstone 
originally issued its note (‘Note’) to Chase in said 
amount, which note bore interest at 115% of the 
prime rate and was to mature February 16, 1976. By 
subsequent orders dated February 12, 1976, 
February 8, 1977, January 17, 1978, and: February 
1, 1979 (HCAR Nos. 19386, 19880, 20402 and 
20909), Blackstone was authorized to extend the 
maturity of the Note, in each case for approximately 
one year. The Note next matures on January 28, 
1980, and presently bears interest at a rate per 
annum equal to 115% of the sum of the prime rate 
plus 1/2%. The Note is secured by a first mortgage 
on certain properties of Blackstone. No 
compensating balances are required in connection 
with the borrowings. 


By post-effective amendment it is now proposed 
that Blackstone and Chase enter into an 
amendment to their loan agreement, which 
amendment would (1) extend the maturity of the 
Note to January 28, 1981, and (2) change the 
interest rate to a rate per annum equal tothe sum of 
the prime rate plus 2%, with a minimum interest 
rate of 12%. No compensating balances will be 
required in connection with the borrowings. 
Assuming a prime rate of 15.25%, the effective 
interest cost of the borrowings would be 17.25%. 


It is stated that Blackstone presently contemplates 
the payment of the Note from the proceeds of a 
future debt financing, the undertaking of which is 
felt is to be dependent upon Blackstone's ability to 
obtain sufficient rate relief. The issuance of such 
securities might be possible by early 1981. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that the Rhode Island 
Division of Public Utilities and Carriers has 
jurisdiction over the proposed transaction and that 
no other state commission and no _ federal 
commission, other than this Commission, has 
jurisdiction thereover. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by said application-declaration, as 
amended by said post-effective amendment, which 
he desires to controvert; or he may request that he 
be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, 
the application-declaration, as amended by said 
post-effective amendment or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21375/December 31, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


(70-6099) 


ORDER AUTHORIZING EXTENSION OF AND 
ADJUSTMENT IN SHORT-TERM DEBT 
AUTHORIZATION 


General Public Utilities Corporation (‘‘"GPU”), a 
registered holding company, has filed with this 
Commission a post-effective amendment to its 
application previously filed and amended in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“‘Act’’), as applicable 
to the following transactions. 


By Order dated May 4, 1979 (HCAR No. 21035), the 
Commission granted GPU authority to issue or 
renew, from time to time until December 31, 1979, 
its unsecured promissory notes maturing not more 
than nine months after the date of issue, to various 
commercial banks pursuant to informal lines of 
credit provided that the aggregate principal amount 
of such unsecured promissory notes outstanding at 
any one time shall not exceed $150,000,000. Such 
promissory notes would bear interest at the lending 
bank’s prime interest rate for commercial 
borrowings at the date of issuance and would be 
prepayable at any time without premium. By Order 
dated June 19, 1979 (HCAR No. 21107; File No. 70- 
6311), the Commission authorized GPU to issue, 
sell and renew from time totime through October 1, 
1981, its promissory notes (having a maturity of not 
more than six months from the date of issue) 
pursuant to a Revolving Credit Agreement (the 
“loan agreement’), dated as of June 15, 1979, with 
a syndicate of commercial banks. GPU is authorized 
to incur indebtedness under the loan agreement up 
to an amount which, when added to GPU's 
borrowings outstanding hereunder, would not 
exceed $150,000,000. 


By post-effective amendment GPU now requests 
that it be permitted to issue, sell and renew its 


unsecured promissory notes hereunder such 


118/SEC DOCKET 


borrowings from time to time during the period 
ending December 31, 1980; provided that GPU's 
borrowings hereunder, when added to its 
borrowings outstanding under the previously 
authorized loan agreement would not in the 
aggregate exceed $150,000,000. From time to 
time, certain lending banks have advised GPU that it 
would be more convenient if GPU's borrowings 
were made at an interest rate in excess of the bank’s 
prime rate with a reduction in the compensating 
balances which GPU would otherwise normally be 
required to maintain. GPU is normally required to 
maintain compensating balances ranging from a 
minimum of 10% of the available line toa maximum 
of 10% of the line plus 10% of the loan outstanding. 
Consequently, assuming compensating balances 
will equal 20% of the aggregate amounts borrowed, 
the result is presently to increase the effective cost 
of borrowing to an amount equal to 125% of the 
prime rate. In order to provide the necessary 
flexibility, GPU therefore further requests authority 
to effect such borrowings at rates in excess of the 
prime rate; provided, however, that any such 
interest rate, after giving effect to compensating 
balance requirements, would not result in an 
effective cost to GPU in excess of 125% of the 
lending bank's prime rate in effect from time to time. 
Although no commitments or agreements for such 
borrowings have been made, GPU expects that, as 
and to the extent that its cash needs require, they 
would be effected from time to time from one or 
more commercial banks with which GPU would 
establish informal lines of credit. In all other 
respects the transactions as heretofore authorized 
by the Commission herein would remain 
unchanged. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transactions are 
estimated to total $3500, including legal fees of 
$3250 and miscellaneous expenses of $250. No 
state or federal commission, other than this 
Commission, has jurisdiction in connection with the 
proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21318), and no hearing 
has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application, as amended, be 
granted: 
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IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21376/December 31, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


JERSEY CENTRAL POWER & LIGHT 
COMPANY 

Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-6311) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING ISSUANCE AND SALE OF 
ADDITIONAL FIRST MORTGAGE BONDS, AND 
REQUEST FOR AN EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (‘‘GPU”), a registered holding 
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company, and its electric utility subsidiaries Jersey 
Central Power & Light Company (‘Jersey Central’’), 
Metropolitan Edison Company (“Met-Ed”), and 
Pennsylvania Electric Company (‘’Penelec’’), have 
filed with this Commission a_ post-effective 
amendment to their application-declaration in this 
proceeding pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act”’), designating Sections 
6(a), 6(b), 7, 9(a), 10, 12(b) and 12(d) of the Act and 
Rules 44, 45, 50(a) (2) and 50(a) (5) promulgated 
thereunder as applicable to the proposed 
transactions. All interested persons are referred to 
the amended application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By orders dated June 19, 1979 (HCAR NO. 21107) 
and October 30, 1979 (HCAR No. 21276), the 
Commission authorized GPU, Jersey Central, Met- 
Ed and Penelec to issue, sell and renew their 
respective promissory notes (the “‘notes’’) having a 
maturity of not more than six months from the date 
of issue from time to time through October 1, 1981 
pursuant to a revolving credit agreement with a 
syndicate of commercial banks (the ‘‘Loan 
Agreement’). Aggregate borrowings under the 
Loan Agreements are limited to $500,000,000 and 
Met-Ed’s indebtedness thereunder is restricted to 
$125,000,000. The indebtedness under the Loan 
Agreement was to be secured by an unconditional 
guarantee given by GPU, as well as the pledge by 
GPU to the banks of the common stock of Jersey 
Central, Met-Ed, Penelec and GPU Service 
Corporation, and, in the cases of Jersey Central and 
Met-Ed, certain other collateral. 


Met-Ed now proposes to issue and sell for cash to 
the banks participating in the Loan Agreement and 
requests an exception from the competitive bidding 
requirements of Rule 50 under the Act for such 
issuance and sale, up to $14,000,000 aggregate 
principal amount of additional first mortgage bonds 
(the ‘‘New Bonds”). The New Bonds would be 
issued under the Indenture, dated November 1, 
1944, between Met-Ed and Guaranty Trust 
Company of New York (now Morgan Guaranty Trust 
Company of New York), Trustee, as heretofore 
supplemented and amended and as to be further 
supplemented and amended by a supplemental 
indenture. Of the New Bonds, up to $7,000,000 
principal amount will be issued against a like 
principal amount of Met-Ed’s First Mortgage Bonds 
due February 1, 1980, and up to $7,000,000 
principal amount will be issued against cash or 
bondable value of property additions. The New 
Bonds may be subject to redemption and to 
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mandatory repurchase upon the occurrence of 
certain events. 


The New Bonds will mature on or before December 
31, 1981. The interest rate on the New Bonds will 
be computed in accordance with the formula for 
determining the interest rate on the notes issued by 
Met-Ed under the Loan Agreement—that is, 
ranging from 105% to 111% of the higher of (i) 
Citibank’s base rate, as in effect from time to time, 
or (ii) 1/2 of 1% above the three-week moving 
average of offering rates for three-month 
certificates of deposit of major banks. In other 
words, the New Bonds will bear interest at a rate 
equal to the rate that the notes issued by Met-Ed 
under the Loan Agreement would have borne had 
they, and not the New Bonds, been issued. The 
aggregate principal amount of notes issued by Met- 
Ed under the Loan Agreement and the New Bonds 
outstanding at any one time shall not exceed 
$125,000,000. In all other respects the 
transactions as heretofore authorized by the 
Commission would remain unchanged. 


The fees, commissions and expenses to be incurred 
in connection with proposed transaction will be 
filed by amendment. The Pennsylvania Public Utility 
Commission has jurisdiction with respect to Met- 
Ed’s proposed issuance and sale of the New Bonds. 
It is stated that no other state commission and no 
federal commission, other than this Commission, 
has jurisdiction with respect to the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by said post-effective amendment to the 
application-declaration, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
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from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21377/December 31, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION 
CORPORATION 

1700 MacCorkle Avenue, S.E. 

Charleston, West Virginia 25314 


COLUMBIA GAS OF OHIO, INC. 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVNIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 

99 North Front Street 


Columbus, Ohio 43215 
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COLUMBIA HYDROCARBON CORPORATION 


THE INLAND GAS COMPANY, INC. 
340 - 17th Street 
Ashland, Kentucky 41101 


COLUMBIA GULF TRANSMISSION 
COMPANY 

3805 West Alabama Avenue 

Houston, Texas 77027 


COLUMBIA ALASKAN GAS TRANSMISSION 
CORPORATION 


COLUMBIA LNG CORPORATION 


COLUMBIA GAS DEVELOPMENT OF CANADA 
LTD. 


\ 
COLUMBIA COAL GASIFICATION 
CORPORATION 


COLUMBIA GAS DEVELOPMENT 
CORPORATION 


COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 

20 Montchanin Road 

Wilmington, Delaware 19807 


(70-6393) 


NOTICE OF PROPOSED ALLOCATION OF 
HOLDING COMPANY SYSTEM'S CONSOLIDATED 
TAXES 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (‘Columbia’), a registered holding 
company, and its above-named wholly owned 
subsidiary companies have filed a joint declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”’), designating 
Sections 12(b) and 12(f) of the Act and Rule 45 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Columbia proposes to allocate the System's 
consolidated taxes for the years 1979 and 1980 in 
the same manner as was previously authorized for 
the years 1977 and 1978 by the Commission's 
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orders dated March 2, 1978 (HCAR No. 20427), 
February 2, 1979, (HCAR No. 20913), and February 
27, 1979 (HCAR No. 20936). Those orders provided 
that the cash difference between the adjusted 
consolidated tax liability and the actual 
consolidated tax liability be remitted by Columbia to 
Columbia Gas Development Corporation 
(Development U.S.), and Columbia Gas 
Development of Canada Ltd. (Development Canada) 
in proportion to their respective tax losses, if any, 
incurred in 1977 and 1978 for use in further 
exploration and development work. It is stated that 
the proposed transaction is necessitated by the 
continually growing needs of the System for 
supplies of natural gas, coupled with the general 
decline of supplies from traditional sources. This 
has resulted in expanded exploration and 
development activities by two of Columbia's 
exploration and development subsidiary 
companies, Development U.S. and Development 
Canada. These activities have required large 
amounts of capital to be supplied by the parent 
company. In connection with such activities, these 
subsidiaries have in recent years incurred tax 
losses. The inclusion of such tax losses in the 
consolidated tax returns filed by the System will 
result in commensurate reductions in the System's 
consolidated tax liabilities. However, under the tax 
allocation provisions of rule 45(b) (6), the benefits of 
such tax reductions are allocated to companies in 
the System other than the subsidiaries whose tax 
losses give rise to the tax reductions, thus making 
unavailable to the latter the tax benefits which 
might otherwise be applied in furtherance of their 
efforts to develop additional gas reserves to meet 
the System's requirements. 


Under the instant proposal Columbia will calculate 
the System's tax liability for 1979 and 1980 to be 
reported on its consolidated tax returns for such 
years in the usual manner, but for purposes of 
assessing liability among individual companies of 
the System, will add back the reduction in such tax 
liability generated by Development U.S.’s and 
Development Canada’s tax losses. The combined 
amount (adjusted consolidated tax liability) will then 
be apportioned among the Columbia system 
companies other than Development U.S. and 
Development Canada in accordance with Rule 45(b) 
(6). : 


The other Subsidiaries will then make payments to 
Columbia of their allocable share of the adjusted 
consolidated tax liability in accordance with Rule 
45(b) (6). Columbia, in turn, will pay to Development 
U.S. and Development Canada, in proportion to 
their respective tax losses, the cash equivalent of 
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the difference between the actual consolidated tax 
return liability of the System and the aggregate 
amounts received by Columbia from the other 
Subsidiaries. 


As a result of the Commission's previous Orders 
which authorized Columbia to allocate the System's 
consolidated Federal income tax liability by a 
method other than prescribed by Rule 45(b) (6), the 
exploration and development companies have 
received tax benefits from their 1973 through 1978 
losses sustained as a result of their exploration and 
development activities as follows: 


Tax Benefits Generated 
From Net Tax Losses 
Development Development 
U.S. Canada 

$ $ 


6,468,115 
5,475,729 
12,989,153 
19,438,754 
28,041,480 
20,568,053 





Years 





1973 a/ 
1974 a/ 
1975 
1976 
1977 
1978 


6,524,520 
3,028,467 
2,731,909 
4,076,678 
5,082,723 
4,469,787 


a/In addition, in 1973 and 1974, Columbia Coal 
Gasification Corporation received similar tax 
benefits from its tax losses equal to $498,105 
in 1973 and $329,944 in 1974 as authorized by 
the Commission. 


Gross expenditures for exploration and 
development for Development U.S. for the years 
1979 and 1980 are estimated to be $62,332,000 
and $56,251,000 respectively, and gross 
expenditures for exploration and development for 
Development Canada for 1979 and 1980 are 
estimated to be $17,562,000 and $15,296,000 
respectively. 


The present net income projections for 
Development U.S. for the years 1979 and 1980 are 
$8,307,000 and $9,895,000 respectively. Net 
income projections for Development Canada for 
1979 and 1980 are $831,000 and $2,222,000 
respectively. However, it is estimated that both 
Development U.S. and Development Canada will 
have Federal income tax losses for the years 1979 
and 1980. The estimated net tax losses for 
Development U.S. for 1979 and 1980 are 
$22,670,000 and $13,449,000 respectively. The 
estimated net tax losses for Development Canada 
for 1979 and 1980 are $11,283,000 and 
$7,548,000, respectively. The proposed transaction 
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will allow these companies to continue to receive 
the benefit of the tax losses attributable to them, for 
1979 and 1980, and enable them to sustain the 
level of expenditures necessary to find and produce 
gas reserves adequate to meet the needs of the 
System and its customers. 


In future years, when Development U.S. or 
Development Canada have net taxable income they, 
or either of them, may be entitled to tax credits as a 
result of the loss carry-back or carry-over provisions 
of Section 172(b) of the Internal Revenue Code of 
1954 in order to comply with the separate return 
limitations required by Rule 45(b) (6). To the extent 
that these companies receive tax benefits pursuant 
to the Commission's order or the proposed 
transaction, such benefits would be applied to 
reduce any tax credits in future years to which 
either of these companies might otherwise be 
entitled under the separate return limitations of 
Rule 45(b) (6). 


Development Canada signed an agreement on 
Octoer 8, 1979 which would sell to a Japanese 
group most of the 3.75% working interest it holds 
in acreage being operated by Dome Petroleum Ltd. 
in the Canadian Beaufort Sea. Under the 
agreement, Development Canada retains a 0.25% 
interest in the acreage as well as the right to 
purchase 21.5% of any gas found on the 2.9 
million net acres. Sale price under the agreement 
is $50 million, Canadian, or approximately $42 
million, U.S. As a result, $10.5 million will be 
added to the 1979 projected net income of 
$831,000 listed above. Dome Petroleum had the 
right to match any offer made for Development 
Canada’s interest in the Beaufort Sea and did, in 
fact, exercise such right on December 5, 1979. In 
past years Development Canada has received tax 
benefits for some of its share of the costs of 
unsuccessful drilling of this acreage. 
Consummation of this transaction with either of 
the prospective purchasers would produce 
earnings for Development Canada sufficient to 
reverse approximately $9 million of tax benefits 
and retire a like amount of the non-interest 
bearing Demand Promissory Notes substantiating 
such tax benefits which Development Canada has 
issued pursuant to Commission authorization. 


Subject to the foregoing, in no event will the tax 
allocated to any subsidiary company exceed the 
amount of tax based upon a separate return 
computed as if such company had always filed its 
tax return on a separate return basis. No changes 
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in the accounting requirements authorized by the 
Commission will occur as a result of approval of 
the proposed transaction. 


A statement of the fees, commissions and 
expenses to be incurred in connection with the 
proposed transaction will be filed by amendment. 
It is stated that no state or federal regulatory body, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by the filing which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may 
be permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a 
hearing is ordered will receive any notices or 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 19, No. 2, January 15, 1980 


PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21378/January 2, 1980 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


ALLEGHENY PITTSBURGH COAL COMPANY 
Greensburg, Pennsylvania 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvnia 


(70-6358) 


ORDER AUTHORIZING HOLDING COMPANY TO 
MAKE OPEN ACCOUNT ADVANCES TO COAL 
COMPANY SUBSIDIARY: RESERVATION OF 
JURISDICTION OVER TRANSFERS OF 
OWNERSHIP INTERESTS IN SUCH SUBSIDIARY 


Allegheny Power System, Inc. (“Allegheny”), a 
registered holding company, and its three electric 
utility subsidiaries, Monongahela Power Company 
(‘Monongahela’). The Potomac Edison Company 
(‘Potomac’) and West Penn Company (‘’West 
Penn”), and Allegheny Pittsburgh Coal Company 
(‘AP Coal’’), a jointly owned subsidiary of 
Monongahela, Potomac and West Penn, have filed 
an application-declaration and amendments 
thereto with this Commission pursuant to 
Sections 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (‘Act’) regarding 
the proposed transactions. 


AP Coal was organized under the laws of the 
Commonwealth of Pennsylvania in 1918 for, 
among other things, the purpose of developing, 
mining and selling coal. 


AP Coal is authorized to issue 10,000 shares of 
$0.05 par value common stock. Since 1974 AP 
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Coal’s common shares have been owned as 


follows: 


2,500 shares 
2,500 shares 
5,000 shares 


Monongahela - 
Potomac - 
West Penn - 


The principal assets of AP Coal are a coal reserve 
acquired in 1971 and the Cowen coal mine 
acquired in 1974. Its principal liabilities are the 
amounts remaining to be paid pursuant to the 
long-term installment purchase agreement for the 
Cowen Mine, about $2.4 million each year for the 
next 6 years, and the interest bearing, open 
account cash advances which Monongahela, 
Potomac and West Penn have made primarily to 
enable AP Coal to finance the acquisition of the 
Cowen Mine. As of June 30, 1979, Monongahela, 
Potomac and West Penn have made open account 
advances aggregating $5,077,550, $5,077,550 
and $10,155,100, respectively. Except for the coal 
reserves which it holds, AP Coal is an inactive 
company. 


It is proposed that Monongahela, Potomac and 
West Penn transfer their respective shares of AP 
Coal stock to Allegheny either by sale or as a 
dividend payment by each of the companies to 
Allegheny. The value of the shares to be 
transferred on behalf of each company, would be 
equal to the transferring company’s equity 
investment in AP Coal on the transfer date. After 
the proposed reorganization, Allegheny would own 
100% of the common stock of AP Coal. 
Monongahela, Potomac and West Penn would 
indemnify Allegheny for any claims arising out of 
past operations of AP Coal in excess of the 
reserve for such claims on the books of AP Coal 
on the stock transfer date. After AP Coal’s 
reorganization, its liabilities would continue to 
include the obligation for the open account 
advances made by Monongahela, Potomac and 
West Penn unless they have been repaid or until 
such time as they are repaid from the proceeds of 
the open account advances described below or 
such other source of funds as may be available. 
The proposed transactions will have no effect on 
AP Coal’s status as an inactive company. 


It is further proposed that Allegheny make 
interest-bearing, open account cash advances to 
AP Coal from time to time as funds may be 
required, in an aggregate amount not to exceed 
$35 million outstanding at any one time. Such 
advances would be prepayable at any time 
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without premium or penalty and would bear 
interest at any annual rate equal to the actual cost 
to Allegheny of short-term borrowings. 


The proceeds of the open account advances will 
be used for installment payments of about $2.4 
million each for the Cowen Mine, due on the frist 
business day of January of each year through 
January 1985, to repay the open account 
advances from Monongahela, Potomac and West 
Penn, which as of August 31, 1979 total about 
$20,300,000 and to provide AP Coal with funds 
necessary to pay real estate taxes, licensing fees 
and other expenses. The open account advances 
will not be used to provide funds for equipment or 
other purposes necessary to commence mining 
operations if in the future it should prove 
necessary or desirable for AP Coal to commence 
operations. 


Allegheny proposes to obtain the additional funds 
necessary to make open account advances to AP 
Coal from internal cash generation and other 
funds available to APS including short-term 
borrowings. As of August 31, 1979, Allegheny 
had approximately $1.1 million of short-term debt 
outstanding. 


The fees, commissions and expenses to be 
incurred in connection with the proposed 
transactions are estimated at $3,000. The 
proposed transactions have been authorized by 
the Pennsylvania Public Utility Commission and 
the Virginia State Corporation Commission. The 
West Virginia Public Service Commission has 
jurisdiction over the transfer of ownership 
interests by Potomac and Monongahela. It is 
stated that no other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21292), and no hearing has been 
requested of or orderd by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied with respect to 
the open account advances to be made by 
Allegheny to AP Coal, and that no adverse 
findings are necessary; and that it is appropriate 
in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and 


Volume 19, No. 2, January 15, 1980 





permitted to become effective with respect to the 
open account advances to be made by Allegheny 
to AP Coal: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, 
that said application-declaration, as amended, 
be, and it hereby is, granted and permitted 
to become effective forthwith with respect 
to the open account advances to be made 
by Allegheny to AP Coal, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to the transfers 
of ownership interests in AP Coal from 
Monongahela, Potomac and West Penn to 
Allegheny pending completion of the record with 
respect to those transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21379/January 2, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG PRODUCING COMPANY 


CONSOLIDATED GAS SUPPLY 
CORPORATION 


CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
WEST OHIO GAS COMPANY 


(70-6387) 


ORDER AUTHORIZING INTRASYSTEM FINANC- 
ING 


Consolidated Natural Gas Company (‘’Consoli- 
dated”’), a registered holding company, and six of 
its wholly-owned subsidiaries, CNG Producing 
Company (‘’Producing Company’’), Consolidated 
Gas Supply Corporation (‘Supply Corporation’), 
Consolidated System LNG Company (‘‘LNG 
Company”), The East Ohio Gas Company (‘‘East 
Ohio’’), The Peoples Natural Gas Company 
(‘Peoples’), and West Ohio Gas Company (‘West 
Ohio”), have filed a joint application-declaration 
and an amendment thereto with this Commission 
pursuant to Sections 6, 7, 9, 10 and 12(b) of the 
Public Utility Holding Company Act of 1935 
(‘Act’) and Rules 42, 45 and 50 promulgated 
thereunder regarding the proposed transactions. 


It is stated that certain companies in the 
Consolidated System temporarily accumulate cash 
over and above current requirements, for the most 
part because of large seasonal heating business. 
At the same time, Consolidated may require funds 
for working capital and for the financial 
requirements of other system companies. 
Therefore, Consolidated may be making short- 
term borrowings when subsidiaries with excess 
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cash are making temporary money market 
investments outside the System. Accordingly, the 
joint applicants-declarants are of the opinion that 
it would be advantageous to alleviate this 
situation and to continue the temporary 
prepayment of subsidiary long-term notes which 
optimizes the internal utilitization of excess cash 
funds accumulated within the System. The 
proposed procedures will benefit the System 
because they would: (1) permit subsidiary 
companies with excess cash to prepay temporarily 
long-term notes held by Consolidated, with a 
resulting reduction in their interest expense; (2) 
make available to Consolidated a temporary cash 
source for working capital and for the financing of 
other companies within the System; (3) permit 
Consolidated, which obtains all external financing 
required by the system, to defer or prepay short- 
term financing such as inventory loans with banks 
and commercial paper borrowings for working 
capital. 


System subsidiaries would temporarily prepay 
from excess cash funds a portion of their 
outstanding long-term non-negotiable notes held 
by Consolidated. It is proposed that the following 
subsidiaries make aggregate prepayments on 
long-term notes, from time to time prior to 
December 31, 1980, not exceeding at any time 
the amounts set forth below for each subsidiary, 
respectively: 


East Ohio 

Peoples 

Producing Company 
Supply Corporation 
LNG Company 
West Ohio 


$ 75,000,000 
15,000,000 
10,000,000 
50,000,000 
10,000,000 

3,500,000 


$163,500,000 


Consolidated estimates that the aggregate 
prepayment of $163,500,000 is the maximum 
that can be utilized for the temporary financing of 
System requirements during 1980. The long-term 
notes temporarily prepaid by an individual 
subsidiary will be those bearing the highest 
interest rate outstanding at the time of each 
prepayment. Prepayments will be evidenced by 
letter, and the notes will not be altered. Interest 
on such notes will cease upon prepayments and 
Start again upon reinstatement of the notes. 


As funds are thereafter required by such 
subsidiary for corporate purposes, including 
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construction, it is proposed that advances be 
made on open account to the subsidiary by 
Consolidated in an aggregate amount not to 
exceed the amount of long-term notes previously 
prepaid, less any current maturities applicable to 
notes which have matured subsequent to the 
prepayment dates. The open account advances 
will bear interest during 1980 at the same rate or 
rates as borne by the equivalent principal 
amounts of the notes previously prepaid by such 
subsidiary but in reverse order to that of the 
prepayments, i.e., from the lowest rate on the 
notes previously prepaid to the highest rate. 
Interest on the open account advances will 
commence on the date of the advance and will 
become due on June 30, 1980, and December 31, 
1980,and/or on the date such advances are 
repaid by the reinstatement of the prepaid notes. 
It is proposed that open account advances to a 
subsidiary be increased or decreased from time to 
time in accordance with variations in the cash 
flow of the subisdiary. However, at no time will 
the advances outstanding be in excess of the 
notes prepaid. 


At such time as the open account advances equal 
the aggregate amount of the prepaid notes, or in 
any event not later than December 31, 1980, the 
notes prepaid by a subsidiary will be reinstated in 
repayment of the related outstanding open 
account advances made to the subsidiary by 
Consolidated. However, if the aggregate of the 
notes prepaid exceeds such advances at the end 
of 1980, Consolidated proposes to make cash 
repayment of the difference in order to effect 
reinstatement of the prepaid notes in full. 


No financing of any subsidiary which may be 
presently or subsequently authorized by this 
Commission in connection with the construction 
or gas storage programs of any such subsidiary 
will be consummated until such time as advances 
have been made in amount equal to the amount of 
notes prepaid. 


The fees, commissions and expenses to be 
incurred in connection with the proposed 
transaction are estimated at $2,600. The Public 
Service Commission of West Virginia has 
authorized the proposed transaction. It is stated 
that no other state or federal regulatory authority, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
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prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21335), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the 
interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said application-declaration, as amended, be, and 
it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


Release No. 21380/January 2, 1980 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6381) 


ORDER AUTHORIZING ISSUANGE AND SALE OF 
NOTES TO BANKS AND COMMERCIAL PAPER 
AND EXCEPTION FROM COMPETITIVE BIDDING 


Arkansas Power & Light Company (‘‘Arkansas”), 
an electric utility subsidiary of Middle South 
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Utilities, Inc., a registered holding company, has 
filed a declaration and amendments thereto with 
this Commission pursuant to Sections 6(a) and 7 
of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 50(a) (5) promulgated thereunder 
regarding the following proposed transactions. 


Arkansas is presently authorized (HCAR Nos. 
20711 and 21281 (September 19, 1978, and 
November 2, 1979)) to issue and sell from time to 
time, through February 29, 1980, up to 
$125,000,000 aggregate principal amount 
outstanding at any one time of unsecured short- 
term promissory notes (including commercial 
paper) to various commercial banks and/or a 
dealer in commercial paper to meet its interim 
financing requirements. 


Arkansas now intends to revise the foregoing 
program and proposes to issue and sell, from time 
to time through June 30, 1981, unsecured short- 
term promissory notes (including commercial 
paper) to various commercial banks and/or a 
dealer in commercial paper in an aggregate 
principal amount outstanding at any one time of 
not more than $150,000,000. It is stated that the 
nature of each issue of such notes (including 
commercial paper) will be determined in the light 
of the then prevailing market conditions and other 
factors. 


As of September 30, 1979, Arkansas’ 
construction program is expected to result in 
expenditures of approximately $265,213,000 in 
1980 and $188,649,000 in 1981. Arkansas will 
use the net proceeds of the proposed notes for the 
acquisition of property, the construction, 
extension, or improvement of its facilities, or the 
discharge or lawful refunding of its obligations. 
Most of such net proceeds, together with other 
funds available from time to time to Arkansas 
from its operations or derived from the issuance 
and sale of long-term debt and/or equity 
securities, will be applied to its construction 
program. 


The notes proposed to be issued and sold to 
commercial banks will be in the form of 
unsecured promissory notes payable not more 
than nine months from the date of issuance with 
right of renewal, will bear interest at the prime 
commercial bank rate in effect at the lending bank 
on the date of issuance or renewal or, from time 
to time, depending upon the requirements of the 
lending bank, and will, at the option of Arkansas, 
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be prepayable, in whole or in part, at any time 
without premium or penalty. While no formal 
commitments for future borrowings have been 
made with any bank, it is expected that the banks 
to whom such notes will be issued and sold and 
the maximum amount to be issued and 
outstanding at any one time to each such bank 
will be substantially as follows: 


Maximum Amount 
to be Borrowed 


First National Bank 
of Eastern Arkansas, 
Forrest City, Arkansas 
Arkansas Bank & 
Trust Company, 
Hot Springs, Arkansas 
The Commercial National Bank, 
Little Rock, Arkansas 
First National Bank in 
Little Rock, Arkansas 
Union National Bank, 
Little Rock, Arkansas 
Worthen Bank & 
Trust Company, N.A. 
Little Rock, Arkansas 
National Bank of Commerce, 
Pine Bluff, Arkansas 
Simmons First National Bank, 
Pine Bluff, Arkansas 
Peoples Bank & Trust Company, 
Russellville, Arkansas 
Security Pacific National Bank, 
Los Angeles, California 
Wells Fargo Bank, N.A., 
Los Angeles, California 
Chemical Bank, 
New York, New York 
Irving Trust Company, 
New York, New York 
Manufacturers Hanover 
Trust Company, 
New York, New York 
Marine Midland Trust Company, 
New York, New York 
Morgan Guranty Trust Company 
of New York, New York 
J. Henry Schroder Bank & 
Trust Company, 
New York, New York 
Mellon Bank, N.A., 
Pittsburgh, Pennsylvania 


400,000 


800,000 
2,000,000 
4,000,000 


2,000,000 


4,000,000 
1,700,000 
19,000,000 
300,000 
18,500,000 
5,000,000 
10,000,000 
10,000,000 


45,000,000 
10,000,000 


8,000,000 


5,300,000 


4,000,000 
$150,000,000 
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Arkansas maintains accounts with the above 
Arkansas banks, and, although balances in these 
accounts may be deemed to be compensating 
balances, these accounts are stated to be working 
accounts, and fluctuations in their balances do not 
reflect or depend upon fluctuations in the amounts 
of bank loans outstanding. Assuming that a 15% 
compensating balance is maintained and 
assuming a 15.25% prime rate, the effective 
interest cost would be 17.94%. The above non- 
Arkansas banks may require compensating 
balances of up to 10% of the amount of the 
commitment for loans and in some instances may 
require additional compensating balances or fees 
equivalent thereto not exceeding in any event 
10% of the average annual amount of the loans 
outstanding from those banks. Assuming a 
15.25% prime rate and a 20% compensating 
balance, the effective interest cost on loans from 
the non-Arkansas banks would be 19.06%. 


Arkansas proposes to issue, reissue, and sell 
commercial paper in denominations of not less 
than $100,000 directly to a dealer in commercial 
paper at a discount which will not be in excess of 
the discount rate per annum prevailing at the date 
of issuance for commercial paper of comparable 
quality of that particular maturity. The proposed 
commercial paper will be in the form of unsecured 
promissory notes with varying maturities not to 
exceed 270 days, the actual maturities to be 
determined by market conditions, effective cost of 
money to Arkansas, and the company’s 
anticipated cash requirements at the time of 
issuance. In accordance with the established 
custom and practices in the market, the proposed 
commercial paper will not be payable prior to 
maturity. No commission or fee will be payable by 
Arkansas in connection with the issuance and 
sale of commercial paper. The dealer, as principal, 
will reoffer and sell the commercial paper at a 
discount rate of 1/10 of 1% per annum less than 
the prevailing discount rate to the company. The 
dealer in reoffering the commercial paper will 
limit the reoffer and sale to a non-public customer 
list of not more than 200 buyers of commercial 
paper. It is anticipated that the commercial paper 
will be held by the buyers to maturity; however, 
the dealer may, if desired by a buyer, repurchase 
the commercial paper for resale to others on the 
list of customers. 


It is stated that the application of the competitive 
bidding requirements of Rule 50 with respect to 
the issuance and sale of commercial paper is not 
necessary or appropriate in the public interest or 
for the protection of investors or consumers 
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because the commercial paper will have a 
maturity not in excess of 270 days, current rates 
for commercial paper for such prime borrowers as 
Arkansas are published daily in financial 
publications, and it is not practical to invite bids 
for commercial paper. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21327), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said declaration, as amended, be 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that 
said declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21381/January 3, 1980 


In the Matter of 


MICHIGAN POWER COMPANY 
P. O. Box 367 
Three Rivers, Michigan 49093 


(70-6374) 


NOTICE OF PROPOSED LONG-TERM BANK 
BORROWINGS 


NOTICE IS HEREBY GIVEN that Michigan Power 
Company (“Michigan Power”), an electric utility 
subsidiary of American Electric Power Company, 
Inc. (“AEP”), a registered holding company, has 
filed with this Commission an application and an 
amendment thereto pursuant to the Public Utility 
Holding Company Act of 1935 (‘’Act”’), designating 
Section 6(b) of the Act and Rule 50(a)(2) 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application, which is 
summarized below, for a complete statement of 
the proposed transaction. 


Michigan Power proposes to enter into a term 
loan agreement (‘‘Agreement’’) with Manufac- 
turers Hanover Trust Company and National Bank 
of Detroit (the ‘‘Banks’’), under which agreement 
Michigan Power would issue through December 
31, 1981, up to $20,000,000 principal amount of 
its notes (‘‘Notes’’) due December 31, 1987. The 
loan commitments from the Banks are 
$13,000,000 from Manufacturers Hanover Trust 
Company and $7,000,000 from National Bank of 
Detroit. Under the Agreement Michigan Power 
will pay to each Bank, quarterly, a commitment 
fee of 1/2 of 1% per annum on the average 
unused amount of such Bank’s commitment, 
computed from the effective date of the 
Agreement (which date is defined to be the 31st 
day following the later of the date of the order by 
the Michigan Public Service Commission 
authorizing such transaction, or the date of the 
order by this Commission so authorizing it). 


The Notes will be due December 31, 1987, and 
will bear interest payable quarterly prior to 
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maturity at a fluctuating rate per annum equal to 
Manufacturers Hanover Trust Company's prime 
rate (the ‘Prime Rate’’) to December 31, 1982, at 
102% of the Prime Rate from December 31, 1982, 
to December 31, 1985, and at 104% of the Prime 
Rate from December 31, 1985, to December 31, 
1987. Interest after maturity (whether by 
acceleration or otherwise) is payable at a 
fluctuating rate per annum equal at all times to 
1% plus the Prime Rate. There are no 
compensating balances required in connection with 
borrowings under the Agreement. 


The Notes will be prepayable, in whole at any time 
or in part from time to time, without penalty. The 
Agreement contains covenants requiring 
prepayment in part upon terms and conditions set 
forth therein if Michigan Power should sell or 
otherwise dispose of its gas utility property and 
related assets (such sale is the subject of a 
separate proceeding before the Commission in 
File No. 70-5213), and other restrictive covenants 
concerning liens, indebtedness and capitalization 
ratios, and mergers and sales of assets (excluding 
the gas properties). 


The proceeds from the issuance of the Notes will 
be used by Michigan Power as follows: (1) to 
repay in full (no penalty being required) 
$7,000,000 principal amount of notes held by 
National Bank of Detroit, which notes bear 
interest at an annual rate of that bank’s prime 
plus % of 1% and require 15% compensating 
balances; (2) to repay in full open account 
advances made by AEP to Michigan Power 
pursuant to Commission orders in File No. 70- 
4538, such advances aggregating $10,250,000 as 
of October 15, 1979; and (3) to pay, or reimburse 
its treasury for the payment of, other maturing 
indebtedness, construction expenditures or other 
corporate purposes. 


Michigan Power claims exemption from the 
competitive bidding requirements of Rule 50 for 
its issuance and sale of the Notes pursuant to 
Rule 50(a)(2). 


The fees and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $4,000, including legal fees of 
$2,000. It is stated that the Michigan Public 
Service Commisison has jurisdiction over the 
proposed transaction, and that no other state 
commission and no federal commission, other 
than this Commisison, has jurisdiction thereover. 
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NOTICE IS FURTHER GIVEN that any interested 
person may not later than January 30, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or 
law raised by said amended application which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the 
request. At any time after said date the 
application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 
of the General Rules and Regulations 
promulgated under the Act, or the Commission 
may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a 
hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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s TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 547/December 28, 1979 


The Securities and Exchange Commission has 
issued an order under the Trust Indenture Act of 
1939 (the ‘‘Act’’) on application of Carolina 
Telephone and Telegraph Company (the 
“Applicant’’) that the trusteeships of Bankers 
Trust Company udner five prior indentures of the 
Applicant qualified under the Act and under a new 
indenture not so qualified is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify Bankers Trust Company 
from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 548/December 28, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 








INVESTMENT COMPANY ACT OF 
1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11003/December 28, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11004/December 31, 1979 


In the Matter of 


INTERCAPITAL HIGH YIELD SECURITIES INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4556) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a) (19) 


InterCapital High Yield Securities Inc. 
(‘Applicant’), registered under the Investment 
Company Act of 1940 (‘‘Act’’) as an open-end, 
diversified management investment company, 
filed an application on October 22, 1979, and an 
amendment thereto on November 27, 1979, for an 
order of the Commission pursuant to Section 6(c) 
of the Act declaring that Dr. Irwin Friend, a 
director of Applicant, shall not be deemed an 
interested person of Applicant within the meaning 
of Section 2(a (19) of the Act solely by reason of 
his position as director of PMI Securities Co., a 
registered broker-dealer under the Securities 
Exchange Act of 1934. 


On December 4, 1979, a notice (Investment 
Company Act Release No. 10970) was issued of 
the filing of said application. The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a 
hearing has been filed, and the Commission has 
not ordered a hearing. The matter has been 
considered, and it is found that granting the 
requested exemption is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(19) of the Act, to the 
extent requested, be, and hereby is, granted, 
effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11005/January 2, 1980 


EXEMPTIONS FOR CERTAIN INVESTMENT 
ADVISERS AND PRINCIPAL UNDERWRITERS OF 
OF INVESTMENT COMPANIES 


ACTION: Final rules. 


SUMMARY: The Commission is adopting two 
rules under the Investment Company Act of 1940 
regarding the assignment of contracts for services 
of an investment adviser or principal underwriter 
and temporary service by an investment adviser 
without a written contract approved by investment 
company shareholders. 


The act effectively requires that the investment 
advisory contract or principal underwriting 
contract with an investment company must, by its 
terms, terminate upon its assignment. One rule 
deems not to be an assignment for purposes of 
that provision a transaction which does not result 
in a change of actual control or management of an 
investment adviser or principal underwriter. 


The act also provides that a person may not act 
under an investment advisory contract unless it 
has been approved by the holders of a majority of 
the investment company’s voting securities. The 


second rule permits, subject to certain 
restrictions, a person to act temporarily as an 
investment adviser to an investment company, 
without the prior approval of the investment 
company’s shareholders. 


EFFECTIVE DATE: January 2, 1980. 
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FOR FURTHER INFORMATION CONTACT: 


Joseph F. Mazzella, Esq. 

(202) 272-2033 

Investment Company Act Study Group 
Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549 


SUPPLEMENTARY INFORMATION: The 
Commission today is adopting rule 2a-6 [17 CFR 
§2702a-6] under the Investment Company Act of 
1940 [15 U.S.C. 80a-1 et seq.] (““Act’’), which 
deems certain transactions not to involve the 
assignment of a contract for purposes of sections 
15(a) and 15(b) of the Act [15 U.S.C. 80a-15(a) 
and (b)] that do not result in a change of actual 
control or management of the investment adviser 
or the principal underwriter, respectively. The 
Commission today also is adopting rule 15a-4 [17 
CFR §270.15a-4] under the Act, which provides a 
temporary exemption, not to exceed 120 days, 
from the requirement of the Act that an 
investment advisory contract with an investment 
company must be approved by the investment 
company’s shareholders. The reasons for the 
Commission's proposing these rules were 
discussed thoroughly in Investment Company Act 
Release No. 10809 (Aug. 6, 1979), 44 FR 47100 
(Aug. 10, 1979). Persons interested in a more 
detailed discussion of the rules should refer to 
that release. 


RULE 2a-6 


Discussion 


In response to its request for comments the 
Commission received seven letters of comment 
which addressed proposed rule 2a-6. All the 
commentators generally endorsed the proposed 
rule, although several commentators suggested 
certain modifications. After considering these 
comments, the Commission has determined to 
adopt the rule as proposed. 


Final Rule 


Accordingly, a transaction which does not result 
in a change of actual control or management of 
the investment adviser to, or principal underwriter 
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of, an investment company is deemed not to be an 
assignment for purposes of section 15(a)(4) of the 
Act, regarding investment advisory contracts, or 
section 15(b)(2) of the Act, regarding principal 
underwriting contracts. ' 


RULE 15a-4 


Discussion 


The Commission received seven letters of 
comment which addressed proposed rule 15a-4. 
All of these comments generally endorsed the 
adoption of the proposed rule, although most 
commentators suggested some modification in its 
terms. Numerous commentators asserted that the 
proposed rule would not provide sufficient time to 
secure shareholders’ approval of a successor 
investment advisory contract in the context of 
certain unusual assignments, the scheduling of 
annual shareholders’ meetings, and the 
occurrence of unforeseeable events during the 
solicitation process, and in light of what they 
consider to be the increasing difficulty in getting 
security holders to respond to proxy solicitations. 
After carefully considering these comments, the 
Commission has determined to extend the 
availability of the exemptive period from 90 days 
to 120 days as a balance between a reasonable 
period for an investment company to retain the 
benefit of exemption and the Act’s strong policy 
requiring investment company advisers to be 
subject to prior shareholders’ approval. 





'The Commission emphasizes that the rule 
requires that there be no change as a result of the 
transaction in either actual control or actual 
management. The rule does not assume that a 
transaction which results in a change in 
management is merely a nominal assignment 
that, in fact, has no impact upon an investment 
company 


As noted in Investment Company Act Release No. 
10809, proposing the rule, in determining 
whether a transaction is within the purview of 
rule 2a-6, the rule should be construed narrowly 
in light of the investor protection concerns 
Congress intended to be fulfilled, as expressed in 
section 1(b), section 2(a)(4) and section 15 of the 
Act. Thus, for example, transferring actual control 
or management to a receiver would constitute an 
assignment. 
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Final Rule 


Accordingly, notwithstanding section 15(a) of the 
Act, a person may act as investment adviser? for 





2One commentator questioned the Commission's 
statement that section 2(a)(20) of the Act [15 
U.S.C. 80a-2(a)(20)] does not exclude from the 
Act's definition of the term “investment adviser” a 
person who provides investment advisory services 
at cost to particular clients only. See American 
Law Institute, Federal Securities Code, §270A, 
comment (3)(c) (Tentative Draft No. 6, April 1, 
1977). While the Commission has in the past 
granted certain temporary exemptions from the 
provisions of section 15(a) conditioned on such 
person's serving during an interim period on a 
cost basis, it did not interpret such persons not to 
be investment advisers as defined in section 
2(a)(20). Any such interpretation would be 
inconsistent with the investor protections 
mandated by the Act. There is no basis for 
excusing such external investment advisers in 
those circumstances from being deemed affiliated 
persons of investment companies for purposes, 
for example, of the prohibited transactions 
provisions under section 17 of the Act [15 U.S.C. 
80a-17] or from being deemed interested persons 
for purposes, for example, of determining the 
composition of investment companies’ boards of 
directors under section 10 of the Act [15 U.S.C. 
80a-10]. 


Moreover, in its release proposing rule 2a-6 and 
rule 15a-4, the Commission found that the 
investor protection concerns expressed by 
Congress with respect to section 15(a) are better 
fulfilled when investment company shareholders 
are provided the opportunity to approve any 
successor adviser’s serving the company. 
Additionally, it noted that when an assignment of 
the investment advisory contract is foreseeable, 
an investment adviser, pursuant to its fiduciary 
responsibilities to the investment company, may 
well be obliged to continue to provide advisory 
services to the investment company until such 
shareholders’ approval is secured for the 
successor investment adviser’s contract. 
Therefore, the Commission stated its belief that it 
may be inappropriate for it to continue to grant 
exemptive orders from the shareholder voting 
requirement of section 15(a) of the Act under 
circumstances in which it was practicable for an 
investment adviser to secure prior approval by the 
investment company shareholders of a successor 
advisory contract. 
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an investment company, pursuant to a written 
contract which has not been approved by a 
majority of the outstanding voting securities of 
such company, during the 120 day period after the 
termination of an investment advisory contract by 
an event (other than an assignment by an 
investment adviser in connection with which such 
investment adviser, or a controlling person 
thereof, directly or indirectly receives money or 
other benefit) described in parapraphs (3) or (4) of 
section 15(a) of the Act or by the failure to renew 
such contract,? if: 


(1) Such contract has been approved by the 
investment company’s board of directors, 
including a majority of the directors who are not 
interested persons thereof, and 


(2) The compensation’ to be received under that 
contract does not exceed the compensation which 
would have been received under the most recent 
investment advisory contract that had been 
approved by the vote of a majority of the 
outstanding voting securities of the investment 
company.® 


AUTHORITY, EFFECTIVE DATE 


The Commission, pursuant to section 6(c) [15 
U.S.C. 80a-6(c)] and section 38(a) [15 U.S.C. 80a- 
37(a)] of the Act hereby amends 17 CFR Part 270 
by adding new part §270.2a-6. Further, the 





3However, the Commission believes that the 
failure of an investment adviser timely to present 
the ivnestment advisory contract for renewal, or 
the failure of an investment company’s directors 
timely to consider the renewal of such contract in 
accordance with the procedures mandated by the 
Act, may constitute a breach of fiduciary duty. 


4Such compensation may be described either as 
an absolute amount for a specified time period or 
as a rate of compensation, provided that it 
conforms to the method of compoensation in the 
most recent investment advisory contract which 
had been approved by the vote of a majority of the 
outstanding securities of the investment company. 


SAs a technical modification of this requirement, 
the term “‘voting securities” replaces the term 
“shares” to describe more accurately the voting 
requirements of section 15(a) of the Act. 
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Commission pursuant to section 6(c) of the Act 
hereby amends 17 Part 270 by adding new part 
§270.15a-4. Because the rules are exemptive they 
are effective immediately. 


TEXT OF AMENDED RULES 


Part 270 of Chapter Il of Title 17 of the Code of 
Federal Regulations is amended as follows: 


|. By adding §270.2a-6 as follows: 


§270.2a-6 Certain transactions not deemed 
assignments. 


A transaction which does not result in a change of 
actual control or management of the investment 
adivser to, or principal underwriter of, an 
investment company is not an assignment for 
purposes of section 15(a)(4) or section 15(b)(2) of 
the act, respectively. 


ll. By adding §270.15a-4 as follows: 


§270.15a-4 Temporary exemption for 
investment advisers. 


certain 


Notwithstanding section 15(a) of the act, a person 
may act as investment adviser for an investment 
company pursuant to a written contract which has 
not been approved by a majority of the 
outstanding voting securities of such company 
during the one hundred and twenty day period 
after the termination of an investment advisory 
contract by an event (other than an assignment by 
an investment adviser in connection with which 
such investment adviser, or a controlling person 
thereof, directly or indirectly receives money or 
other benefit) described in paragraphs (3) or (4) of 
section 15(a) of the act or by the failure to renew 
such contract; Provided, That: 


(a) Such contract has been approved by the 
investment company’s board of directors, 
including a majority of the directors who are not 
interested persons thereof; and 


(b) The compensation to be received under that 
contract does not exceed the compensation which 
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would have been received under the most recent 
investment advisory contract that had been 
approved by the vote of a majority of the 
outstanding voting securities of the investment 
company. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11006/January 2, 1980 


In the Matter of 


LORD ABBETT DEVELOPING GROWTH FUND, 
INC. 

63 Wall Street 

New York, New York 10005 


(811-2393) 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Lord Abbett 
Developing Growth Fund, Inc. (‘Applicant’), a 
Maryland corporation registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified investment company, filed 
an application on October 29, 1979, pursuant to 
Section 8(f) of the Act and Rule 8f-1 thereunder, 
for an order of the Commission declaring that 
Applicant has ceased to be an_ investment 
company as defined in the Act. All interested 
persons are referred to the application of file with 
the Commission for a statement of the 
representations contained therein, which are 
summarized below. 
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Applicant states that it registered under the Act as 
Lord Abbett OTC Growth Fund, Inc., on July 11, 
1973, and filed a registration statement pursuant 
to Section 8(b) of the Act on July 30, 1973. 
Applicant represents that its legal existence was 
terminated as a result of a statutory merger into 
Developing Growth Shares, Inc. (‘New Fund”), 
which thereafter changed its name to Lord Abbett 
Developing Growth Fund. Applicant represents 
that all portfolio securities and other assets of 
Applicant in connection with the merger were 
transferred to New Fund on the basis of relative 
net asset values pursuant to the terms of the 
merger agreement. Applicant represents 
that all portfolio securities and other assets of 
Applicant in connectin with the merger were 
transferred to New Fund on the basis of relative 
net asset values pursuant to the terms of the 
merger agreement. Applicant further represents 
that on February 5, 1979, immediately prior to the 
merger, Applicant distributed substantially all of 
its net investment income. 


Applicant states that is has retained no assets, has 
no debts or other liabilities outstanding, and is not 
a party to any litigation or administrative 
proceding. Applicant also states it has no 
security holders and is not now engaged, nor does 
it propose to engage, in any business activities 
other than those necessary for the winding up of 
its affairs. 


Section 8(f) of the Act provides, in part, that when 
the Commission upon application finds that a 
rgistered investment company has ceased to be 
an investment company, it shall so declare by 
order and, upon the effectiveness of such order, 
the registration of such company shall cease to be 
in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 28, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As 
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provided by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11007/January 2, 1980 


In the Matter of 


DOLL FUND, INC. 
Thackeray Lane 
Mendham, New Jersey 07945 


(811-1584) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On December 4, 1979, a notice was issued 
(Investment Company Act Release No. 10969) of 
an application filed on October 22, 1979, by Doll 
Fund, Inc. (‘‘Applicant’’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as an 
open-end, diversified, management investment 
company, requesting an order of the Commission, 
pursuant to Section 8(f) of the Act and Rule 8f-1 
thereunder, declaring that Applicant has ceased to 
be an investment company as defined in the Act. 
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The notice gave interested persons an opportunity 
to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found 
that Applicant has ceased to be an investment 
company as defined by the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the 
Act, that the registration under the Act of Doll 
Fund, Inc. shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 
1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 711/December 28, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 
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ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 274/December 28, 1979 


See 


SECURITIES ACT OF 1933 
Release No. 6173/December 28, 1979 








FREEDOM OF INFORMATION ACT 





FREEDOM OF INFORMATION ACT 
Release No. 59/December 28, 1979 


See 


SECURITIES ACT OF 1933 
Release No. 6172/December 28, 1979 








LITIGATION 





Litigation Release No. 8636/January 5, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
MOOG INC., ET AL. (United States District Court 
for the District of Columbia, Civil Action No. 79- 
0024) 


The Securities and Exchange Commission today 
announced that the United States District Court 
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for the District of Columbia entered Final 
Judgments of Permanent Injunction enjoining 
Moog Inc., an East Aurora, New York 
manufacturer of electrohyraulic servovalves and 
control systems for industrial, aviation and 
aerospace applications, and William C. Moog, 
Moog Inc.'s largest shareholder and President and 
Chairman of its Board of Directors, from further 
violation of the reporting and proxy provisions of 
the Securities Exchange Act of 1934. Moog Inc. 
and William Moog consented to the entry of the 
Judgments without admitting or denying the 
allegations in the Commission’s Complaint, which 
was also filed today. 


The Commission's Complaint alleges violations of 
the reporting and proxy provisions of the 
Securities Exchange Act of 1934 including that 
substantial amounts of corporate funds and other 
corporate assets were diverted for the personal 
use of William Moog, the Complaint alleges that 
Corporate funds of Moog Inc. were used and other 
favorable terms arranged to secure the use of a 
condominium in Aspen, Colorado for the personal 
benefit of William Moog. Further, the Complaint 
alleged that a so-called vacation benefit plan was 
established solely for the benefit of Willaim Moog 
without adequate disclosure being made. Under 
this arrangement William Moog received 
payments of approximately $153,377 in lieu of 
accrued vacation time. 


In addition, the Complaint alleges that Moog Inc. 
maintained a personal account for Mr. Moog, 
through which interest free advances were made 
in part for the payment of personal expenses of 
William Moog; that assets, including sports cars 
and personal services were also provided and that 
a substantial portion of the benefits conferred on 
William Moog were inaccurately or improperly 
reflected in Moog Inc.’s books and records. The 
Complaint alleged that these matters were not 
disclosed or were inadequately disclosed in proxy 
statements and periodic reports files with the 
Commission. 


In addition to the entry of the injunctive relief the 
Court ordered a limited investigation by the Audit 
Committee of the Board of Directors of Moog Inc. 
concerning transactions in Moog Inc.’s general 
corporate account to or for William Moog and 
payments of money by Moog Inc. to or for a 
discotheque in Worcester, England; a report, 
which will be filed with the Commission, of any 
findings of the Audit Committee; and the 
repayment by Mr. Moog of any sums found by the 
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Audit Committee to exceed that to which he was 
entitled. The Court further ordered Moog Inc. to 
comply with its undertaking to adopt, implement 
and maintain internal control procedures designed 
to avoid the unauthorized or undisclosed use of 
corporate assets or other things of value for the 
benefit« of officers, directors, and employees of 
Moog Inc., its subsidiaries or affiliates. 





Litigation Release No. 8964/December 28, 
1979 


SEC v. HIBBARD & O'CONNOR GOVERNMENT 
SECURITIES, INC., ET AL. (S.D. TX./Houston Div.) 
(CA H-79-2512) 


The Fort Worth Regional Office and the Houston 
Branch Office announce that on December 18, 
1979, the Honorable Carl O. Bue, United States 
District Judge, Southern District of Texas, signed 
Orders of Permanent Injunction against Harry S. 
Schaefer and Robert L. Wheelock. The Orders 
enjoin each of the defendants from further 
violations of the anti-fraud provisions of the federal 
securities laws in connection with the offer and 
sale of Government National Mortgage 
Association (GNMA) and Federal Home Loan 
Mortgage Corporation (Freddie Mac) securities or 
any other security of any issuer. Wheelock and 
Schaefer consented to the Orders without 
admitting or denying the allegations in the 
Commission's complaint. 


For further information about this action see 
Litigation Release No. 8955 dated December 18, 
1979. 
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Litigation Release No. 8965/December 31, 


‘1979 


SEC v. BOOKKEEPERS, LTD., ET AL. (S.D. CA CV- 
79-1715-N) 


Leonard H. Rossen, Administrator of the Los 
Angeles Regional Office of the Securities and 
Exchange Commission, announced that on 
December 20, 1979, the Honorable Leland C. 
Nielsen, United States District Judge for the 
Southern District of California in San Diego, 
issued a preliminary injunction against 
Bookkeepers Ltd., located in Ontario, California, 
Joseph Margala of Upland, California and Jerry 
Whitley of Whittier, California. Judge Nielsen also 
named Mr. R. N. Gould as temporary trustee of 
Bookkeepers. The Court’s action came on a 
motion by the Commission in SEC v. Bookkeepers, 
Ltd., et al., an action filed by the Commission in 
March 1978. 


The preliminary injunction bars Bookkeepers and 
Margala and Whitley, President and Vice 
President of Bookkeepers respectively, from 
violating the anti-fraud and registration provisions 
of the federal securities laws. In its preliminary 
findings, the Court found that Bookkeepers, 
Margala and Whitley violated Section 10(b) of the 
Securities Exchange Act of 1934 and Section 17 
of the Securities Act of 1933 by engaging in a 
fraudulent scheme to deprive the public 
shareholders of Bookkeepers of their stock in the 
company by, among other things, a series of 
reverse stock splits. The Court also found that, in 
furtherance of the scheme, the defendants made 
false statements to shareholders, issued false 
financial statements, withheld information from 
shareholders and violated state securities laws. 
As a result of defendants’ conduct, the number of 
shareholders was reduced from over a thousand 
to approximately 29 and the defendants increased 
their ownership of the company. 


The Court also found that the defendants violated 
Section 12(g) of the Securities Exchange Act of 
1934 by failing to register the securities of 
Bookkeepers with the Commission as required by 
law. 


Mr. R. N. Gould, appointed temporary trustee, was 
directed to take possession of the assets, property 
and records of Bookkeepers and to hold and 
manage them until final judgment in this case. A 
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trial is expected to be held in 1980 on the 
Commission's complaint seeking a permanent 
injunction and trustee, who would, among other 
things, restore the former shareholders of 
Bookkeepers to their previous position of 
ownership in the company. 


The fourth and remaining defendant named in the 
Commission's complaint, Walter Wencke of 
Rancho Santa Fe, California, was permanently 
enjoined from further violation of the securities 
laws in a final judgment entered against him 
November 19, 1979. 


In a related matter, a federal grand jury sitting in 
San Diego handed down an indictment on 
December 13 against Wencke, Margala and 
Whitley charging each of them with 12 counts of 
mail fraud and three counts of securities law 
violations in connection with their conduct similar 
to that alleged in the Commission’s complaint. 
Each count of mail fraud carries a maximum 
penalty of five years in jail and a $1,000 fine. 
Each count of securities violations carries a 
maximum penalty of five years in jail and a 
$10,000 fine. For further information, see 
Litigation Release No. 8328, March 14, 1978 and 
8937, December 3, 1979. 





Litigation Release No. 8966/December 31, 
1979 


SEC v. RESORT CAR RENTAL SYSTEM, INC., AND 
ABRAHAM GURDON WOLFSON (United States 
District Court for the District of Nevada), Civil 
Action No. 79-282-HEC) 


Leonard H. Rossen, Administrator of the Los 
Angeles Regional Office, announced the filing of a 
civil injunctive action against Resort Car Rental 
Systems, Inc. (‘Resort’) and Abraham Gurdon 
Wolfson (‘Wolfson’) alleging violations of the 
reporting provisions of the federal securities laws. 
The Complaint seeks a judgment of permanent 
injunction and equitable relief. 


The Complaint alleges that Resort has failed to file 
with the Commission annual reports on Form 10-K 
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for its fiscal years 1976 through 1978 and 
quarterly reports on Form 10-Q for the same 
period. 


The Complaint further alleges that Wolfson, 
Resort's former president, failed to file with the 
Commission and send to the company a Schedule 
13D with respect to his acquisition in 1976 of 
26% of Resort's issued and outstanding common 
stock. 


The Complaint requests that the Court order 
Resort to file its annual report on Form 10-K for its 
fiscal year ending December 31, 1978 within 60 
days of the Court’s order and all other delinquent 
reports within 180 days of the entry of the order. 
The complaint also requests that Wolfson be 
ordered to file a Schedule 13-D with respect to his 
acquisition of Resort’s common stock within 10 
days of the order. Further, the Commission 
requested the Court to enjoin Resort and Wolfson 
from further violations of the reporting provisions 
of the federal securities laws. 





Litigation Release No. 8967/January 2, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
NATIONAL FILM PRODUCTIONS, INC., ET AL., 
(M.D. Fla., Civil Action No. 79-1060-T-WC) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 


Administrator, Miami Branch Office of the 
Securities and Exchange Commission, announce 
that on December 20, 1979, The Honorable Ben 
Krentzman, United States District Judge, Middle 
District of Florida, Tampa Division, entered a Final 
Judgment of Permanent Injunction as to 
defendants Field Planning Corporation and Conrad 
Frank, pursuant to a Consent and Undertaking by 
said defendants. The defendants consented 
without admitting or denying the substantive 
allegations contained in the Commission's 
Complaint. 


The Undertaking provides that for a period of two 
(2) years from the date of said Judgment, the 
defendants shall file with the Miami Branch Office 
of the Securities and Exchange Commission, a 
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report advising of any tax shelter investment 
programs involving the offer and sale of a security 
of which said defendants are, directly or indirectly, 
the sponsors, promoters, and/or affiliates. The 
report shall-include the name and address of the 
issuer, the defendants’ relationship to the issuer, 
and a description of the tax shelter. The 
defendants further undertook, in connection with 
the offer and sale of any such tax shelter 
investment program, to disclose that they were 
the subjects of a Complaint filed by the 
Commission, its allegations, and disposition. 


The Commission filed its Complaint on October 
15, 1979, alleging violations of the registration 
and anti-fraud provisions of the federal securities 
laws by the defendants. 


For further information see Litigation Release No. 


8911, October 31, 1979. 





Litigation Release No. 8968/January 3, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
AMCOLE ENERGY CORP. (United States District 
Court for the District of Columbia, Civil Action No. 
79-3227) 


The Commission announced today that on 
January 2, 1980, the United States District Court 
for the District of Columbia entered a Final 
Judgment of Permanent Injunction against 
Amcole Energy Corp. (““Amcole’’) of Dallas, Texas, 
restraining and enjoining Amcole from failing to 
file timely periodic reports and ordered it to 
comply with certain undertakings. Amcole, 
consenting to the entry of the Court’s judgment, 
admitted that it had filed reports in an untimely 
manner on 12 separate occasions. The 
Commission's Complaint was filed on November 
29, 1979. 


The Complaint had alleged that Amcole, as part of 
a continuing course of conduct extending over 
several years, failed to file timely with the 
Commission certain Annual Reports and Quarterly 
Reports required to be filed under the Securities 
Act of 1934. 
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